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Share in the Profits of 
One of America’s 
Great Business Concerns 


When you. invest in Cities Service Common stock 
you have the satisfaction of knowing that you are 
a profit-sharing partner in an organization whose 
total assets of $609,000,000 make it one of the 
largest business concerns in America. 

And when you put your money to work in this 
seasoned security at its present price, you get a net 
yield in cash and stock dividends of about 9%. 
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Invest in the 
7% Preferred Stock 
of the 


VIRGINIA PUBLIC 
SERVICE COMPANY 


Serving the fast-growing Industrial, 
Mining and Tobacco Warehousing Sec- 
tions of Virginia and West Virginia and 
extending into the coal mining districts 
of North Carolina. 


Dividends earned over 
314 times 


Descriptive circular L-4 on request 
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panies, furnishes electric light and power, gas, 
steam, ice or water service to communities 
in New Jersey, Pennsylvania, Delaware, 
Maryland, North Carolina, Florida, Virginia, 
West Virginia and Georgia. More than 
230,000 customers are being served. 


Consolidated earnings statement for 12 
months ended June 30, 1926, show Gross 
Earnings of $23,972,828.50 and net of $10,066,- 
765.69. Balance available for interest on 
these Bonds is more than 3.55 times the an- 
nual interest requirements. 


Price 8914 and interest 
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Send for this booklet. NOW— 


“A. Great National Thirst 


ls Upon Us” | 


Leia is now spending at the rate of about 

$1,000,000 a day for thirst quenching beverages. 
Moreover, this industry is making remarkable strides 
forward. Our booklet surveys this prosperous industry. 
It has been prepared by an authority knowing it “from 


the inside.” 


COCA COLA enjoyed a gross business 
of $28,553,426 last year. This year, 
reports are that sales have _ increased 
more than 20% over sales for 1925. In- 
vestors paid $39 per share for this stock 
in 1919. It is now selling for over $160 
per share. 


CANADA DRY GINGER ALE net 
profits for 1925 amounted to $1,238,779. 
Net profits this year are expected to 
exceed $2,500,000. 28 months ago this 
stock could be purchased for $43. It 


is worth today approximately $323 a 
share. 


“A Great National Thirst Is Upon Us” surveys the ex- 
cellent investment and profit possibilities presented in 
the shares of the one oldest concern in the beverage 
industry and a leader in this industry today, with a new 
sales policy and with an international demand for its 


products. 


Consider These Facts: 





The business of this concern has_ in- 
creased over 450% since 1921. 6,000 
new trade outlets were opened this 
Spring. 


Among management personnel are out- 
standing figures in the beverage in- 
dustry. 


The Corporation manufactures a_thirst- 
quenching beverage that is unquestion- 
ably superior. Public preference is swing- 
ing unmistakably to this single product. 
Every State is demanding increasing 


quotas. Shipments are being forwarded 
to all parts of the civilized world. 


Sales volume for June exceeds all pre- 
vious months in the Corporation’s ex- 
istence. 


1925 earnings were at the rate of seven 
times dividend requirements on outstand- 
ing Preferential Stock. 


Earnings for March, April and May, 
1926, were at the rate of more than three 
times dividend requirements on the Par- 


.ticipating Preferred shares to be presently 


outstanding. 


Send for your copy of this vitally interesting booklet 
“A GREAT NATIONAL THIRST IS UPON US” 


~ 





7 Wall Street 


KANE, BROOKS & CO. 





New York City 
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The Financial World was established to diffuse the truth about investments, 


has con- 
stantly maintained this attitude, and will continue to do so, confident in its helief that 
as tong as it clings to this ideal it can count upon _the support: ot the investing _bublic 

















SEPTEMBER 4, 1926 


The Trend of Things 


@ As the weeks go by it is becoming increasingly clear that 1926 will prove 
a year of even greater prosperity than 1925; the business outlook for the 
coming months is favorable, with bank clearings and car loadings con- 
tinuing at high levels; 








suites . 


@ The expected seasonal hardening in interest rates has taken place but is not 

expected to go much further; there is no prospect of any credit strain and 
the long-term outlook is for declining interest rates and higher prices for 
investment securities; 


@ Some improvement is noted in foreign affairs with the expectation that 
Secretary Mellon’s visit will lead to an earlier financial rehabilitation of 
the Latin countries. A better tone in the steel industry is noted here, while 
hand-to-mouth buying keeps production in line with consumption; 


@ The railroad shares became increasingly active at rising prices during the 
past week; this was amply justified by earning gains which have been at a 
more rapid rate than price appreciation up to now. With confidence gain- 
ing and ample money available for speculation what promises to be the 
greatest bull market in our history is making further headway. 
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developments was the strength of 

the rail shares. The business out- 
look is becoming more clearly and favor- 
ably defined. Confidence is gaining and 
available investment funds are large. If 
precedent is any guide it is only a question 
of time before prices will be high enough 


() crecements » in the past week’s 


to attract more of the speculative public, 
which is already coming into the market 
in growing numbers. When prices are 
thus driven above value is the time to sell; 
that time has not yet come in the rails 
and other undervalued stocks recently rec- 
ommended in THE FINANCIAL WorLD. 
Meanwhile current trade reports are sat- 


o 


isfactory; crops promise a good return to 
our farmers with the largest gains in the 
southwest. Labor is well employed; hand- 
to-mouth buying continues as does the 
moderate decline in commodity prices with 
production adjusted to a high rate of con- 
sumption. There is no boom in prospect 
but there is a somewhat higher rate of 








Average Prices on the New York Stock Exchange. 


1920 1921 1922 


1923 _ 1924 _ 1925 JAN 


= 23 RAILROADS 
— 18 INDUSTRIALS 


(USING THOMAS GIBSON AVERAGES) 
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AUG, SEP OCT NOV. DEC 


1926 





prosperity in the offing than the same pe- 
riod of 1925 provided. 


* * * 
@ The Business Prospect 
* ok O* 
RECORD breaking fall business is 


now in prospect. From all present 
indications 1926 will prove a year of 
greater trade activity than 1925, and the 
gloomy prophecies of several months ago 
are being forgotten, The views repeatedly 
expressed in these advices are being am- 
ply vindicated. While increasing trade 
activity during the fall months is in pros- 
pect that does not mean that a boom will 
come along. There is no reason to expect 
a dislocation between production and con- 
sumption. Booms are made through over- 
production and speculation in commodities 
and are followed by the inevitable reaction. 
Commodity prices continue to decline and 
the high rate of trade activity is due to 
high current consumption brought on by 
good employment conditions and _ satisfac- 
tory crops. 


* * * 
@ The Credit Situation 
> * * 


HE small shrinkage in brokerage loans 

reported last week is not particularly 
significant. It is probable that there will 
not be much further advance in interest 
rates from present levels unless the stock 
market speculation absorbs substantially 
larger amounts of credit. The iong range 
view is for lower interest rates as com- 
modity prices decline and for higher bond 
and investment security prices which 
doubtless will be stimulated by our increas- 
ing investment capital. There is no pros- 
pect of any credit strain. 


* * * 
@ Commodity Prices 
* ok * 


FURTHER gradual decline in com- 

modity prices took place in August and 
these are now at the lowest level since 1924. 
This will eventually make for lower in- 
terest rates. Thus far the decline in com- 
modity prices has apparently stimulated 
consumption and the larger volume of busi- 
ness has more than offset the smaller profit 
margin for industrial companies. Dec.ining 
commodity prices are of course highly 
favorable to the rails and public utilities 
which sell their services at a fixed price. 


*x* * * 
@ New Construction 
* * * 


HESE advices have repeatedly pointed 

out the necessity for a high rate of 
new construction to a high degree of gen- 
eral prosperity. As new construction ab- 
sorbs labor and materials we find labor 
fully employed throughout the country 
with a high purchasing power making for 
a heavy consumption of goods. It is prob- 
able that the peak of new construction con- 
tracts has been passed as the abnormally 
high figures of the last months of 1925 
are not likely to be duplicated. On the 
other hand actual construction will doubt- 
less continue at a high rate for the bal- 
ance of 1926 general business in 1927 may 
feel the effect of the slackening in new 
construction contracts now taking place, 


292 


This is one feature of the business situa- 
tion that will bear careful study during 
the coming months. 


ook 
@ The Crops 
* * * 


HILE there is still some uncertainty 

about corn and cotton on the whole 
crops for 1926 promise to be satisfactory. 
The purchasing power of the farmer has 
received its greatest increase in the south- 
west because of the large winter wheat 
crop. Prospects are also excellent in this 
section for a much larger cotton crop than 
a year ago. From present indications the 
southwest promises to make the greatest 
gain in agricultural purchasing power over 
a year ago. This should be reflected in 
the coming earnings reports of the south- 
western roads. 


* * * 


@ The Railroads 
* Ok Ok 

AR loadings are making a favorable 

comparison in August with the ab- 
normally high loadings of August, 1925, 
when traffic was stimulated by the coming 
anthracite — strike. Due to increased 
efficiency and greater traffic the railroad 
August net is expected to show a substan- 
tial increase over that of August, 1925, 
although not as large a one as July, 1926, 
with its 23% increase in net has just re- 
corded in 1926. This is more fully dis- 
counted on to show up much better with 
no hard coal strike this year to cut into 








Mr. Guenther 


Leaves for 
| Europe 


Ak. LOUIS GUENTHER 


sailed on the Steamship 
“Hamburg,” of the Hamburg 


American Line, September 2nd 
on the first extended vacation 
he has taken in thirty years. 
He is going to Europe with the 
intention of getting a first-hand 
impression of the conditions in 
France and in England, the two 
coutries he intends to visit, and 
reporting them on his return to 
the subscribers of THE FINAN- 
CIAL Wor LD. 


In Mr. Guenther’s absence 
the editorial management of 
THe FinancraL Worvp will 
be under the supervision of 
Frederick Hanssen and the cap- 
able staff of financial authori- 
ties with which the publisher 
has surrounded himself. 


The Financial World 




















earnings of these carriers. It is now quite 
clear that the railroads will break not 
only ali records for handling freight in 
1926 but also all records for net earnings 
and efficiency. As a matter of fact it js 
the latter factor that accounts for the bulk 
of the gain in net earnings thus far re- 
corded in 1924. This is more fully dis- 
cussed in an article by Mr. Hanssen on 
the following page. In view of the in- 
dicated record breaking net earnings is it 
not surprising that the railroad stocks are 
reaching new high prices since 1909. Yet 
the gain in earnings has been at a more 
rapid rate than the gain in market price, 
There is every reason to continue giving 
the rails a high and important place in one’s 
holdings. 


@ The Steel Outlook 
* * * 


EPORTS from the steel industry are 

more encouraging and incoming orders 
and rate of production both show improve- 
ment. U. S. Steel quickly regained the 
quarterly dividend. Present indications 
point to a good volume of business during 
the coming months with increasing efficiency 
establishing a satisfactory net 
showing for the third quarter. 


earning 


xk * x 
@ The Oils 


NOTHER week with its report of in- 
A creasing productions has featured the 
industry. Oil stocks rallied slightly 
during the past week but despite many 
optimistic views as to the near term future 
of oil stocks the fact remains that the in- 
dustry is again threatened with over-pro- 
duction which may make necessary a cut 
in crude and refined prices. Should this 
take place the price of oil stocks would be 
adversely affected regardless of so-called 
general market strength. 


oil 


* * * 
@ The Securities Outlook 
* ok * 


HILE investment securities held firm 

and substantial further advances oc- 
curred in the medium grade and specula- 
tive rail bonds the railroad stocks were 
the center of the most pronounced upward 
movement in many years during the past 
week. These advices have constantly 
given first place to the rails for many 
months and that advice was justified by 
the fact that the rails were the most under- 
valued group in the entire list. The rails 
have thus far in 1926 made the greatest 
advance of any group and this advance has 
been evenly distributed throughout the list. 
During the past week the more seasoned 
dividend payers were taken in hand and 
many new high prices recorded. Giving due 
consideration to the advance which has 
taken place in the rails since the first of 
the year and further consideration to the 
gain in net earnings in the first seven 
months the rails are still undervalued and 
present the soundest opportunities on the 
most clearly defined basis at current 
prices. Next in order continue to recom 


mend the good yielding public utility 
stocks and the low cost coppers. 
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The Railroad Bull Market 


(THE FINANCIAL WORLD has given the rail stocks 

first place in its recommendations for many 
Purchase was recommended when no- 
body wanted them. Now the rails are in the mar- 
ket limelight and at new high prices; 


months. 


@ Is it the proper time to take profits or should rail 
What are the best oppor- 
tunties in this division giving due consideration 
to the rise which has taken place? 


stocks be held long? 


@ The following article by Mr. Hanssen, whose 
numerous rail recommendations have proven so 
profitable to our subscribers, is of decided inter- 


est at this juncture. 


By FREDERICK HANSSEN 


c1AL Wortp has given a high place 

in its recommendations to the rails. 
The reasons have been fully outlined from 
time to time. Mr, Guenther in his various 
bargain lists recommended about 50 per 
cent Our subscribers now have 
handsome profits in these stocks. Has the 
time come to sell now that the rails have 
reached a new high average price since 
before the war? Are there still some at- 
tractive buying opportunities in this 
division ? 


F: a number of years THE FINAN- 


rails. 


Let us see what has actually happened. 
Using the averages in our chart the rails 
are slightly more than $5 per share higher 
than at the first of the year. This is a 
gain of about 5 per cent in market price. 
Meanwhile net earnings, the best single 
measure of common stock prices, have 
gained 15 per cent in the first seven months 
of 1925, compared with the same period 
last year. In other words assuming that 
rails were fairly priced at the beginning 
of the year subsequent developments in 
the way of increasing earnings warrant 
higher prices than those now prevailing. 


Increased Efficiency 


In connection with the sharp gains in 
net being reported (in July the gain was 
23 per cent) it is pertinent to point out 
that about two-thirds is traceable to in- 
creased efficiency and but one-third to 
greater traffic. There is every reason to 
look for further gains in efficiency, es- 
pecially in view of the fact that main- 
tenance work was further along this year 
than last, and that lower maintenance ex- 
Penses can be expected in the final months 
of the year, 

With the July earnings showing up so 
well what can we expect of August net, 
Which will soon be reported? We know 
that the freight car loadings which go to 
make up the August gross gained about 
5 per cent, This was about the same as 
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in July. In August, 1925, the net was 
$124,806,000, a gain of $25,000,000 over 
July, 1925. It seems probable that a sub- 
stantial gain will be recorded this August, 
which I estimate will result in a net of 
around $135,000,000. August, 1925, net 
was augmented by hurried shipments of 
coal because of the impending anthracite 
strike. Seasonally September and October 
result in progressive gains in railroad net, 
and this year promises exceptional gains. 
We thus have a very clearly defined pic- 
ture of the net earning trend for the rails 
and as I have stated before and repeatedly 
pointed out once this is established we have 
behind us the greatest single problem in 
establishing the probable course of a com- 
mon stock’s market price. There is no 
question but that the net earning trend is 
upward and that the relationship between 
market price and earnings is still favorable 
because net earnings have increased more 
swiftly than market price thus far in 1926. 


Continue to Hold 


There, therefore, appears no reason to 
warrant recommending sale of the rail 
stocks as yet, despite the temptation of the 
very substantial profits many of our sub- 
scribers have. Now in addition to the 
favorable fundamental position of the 
rails from the standpoint of the net earn- 
ing trend and the present relationship be- 
tween market price and earnings have a 
number of speculative factors that will 
doubtless come into action. 


First a number of railroads are pre- 
paring to do stock financing. A number 
are in position to increase the dividend 
either by larger cash payments or by a 
stock dividend. A number have interest- 
ing merger possibilities. Several have im- 
portant hidden assets to segregate. As a 
matter of fact going through the entire list 
of rail stocks it is difficult to find one 
which has not some added speculative pos- 
sibility aside from the favorable earning 





trend. 


The amount of speculative ammu- 
nition in the rails is amazing. In addition, 
when consideration is given to the “tech- 
nical” position, we find that the supply of 
rail stocks has not increased appreciably in 
more than ten years. Once the specula- 
tive public tries to buy rail stocks in quan- 
tity this will have a very important bear- 
ing on prices. 


It is my judgment that the time to sell 
the rails has not yet come. It is further 
my judgment that there are some attrac- 
tive opportunities still left. Those rails 
included in Mr. Guenther’s last bargain 
list are still attractive at current prices 
despite the advance they have enjoyed. 
They were: Baltimore & Ohio; Delaware 
& Hudson; Great Northern, preferred; 
Hudson & Manhattan; Missouri, Kansas 
& Texas, preferred; New York Central; 
Northern Pacific; St. Louis & San Fran- 
cisco; Southern Pacific, and Union Pa- 
cific. It is becoming more and more clear 
that Baltimore & Ohio, for instance, will 
increase its dividend and that distribution 
of Delaware & Hudson’s coal properties is 
not so remote. Neither of these has been 
fully discounted by current prices, 


Impressive Advances 


The most impressive advances recently 
have taken place in the investment rails. 
If we have a real bull market in the rails 
(as there is every present indication that 
we will) the more speculative rails will 
doubtless take a prominent part in the 
windup, as they have in every previous 
rail bull market of substantial proportions. 
For strictly speculative purposes I am in- 
clined to favor the southwestern rails be- 
cause their net earning gains are going to 
be impressive during the last months of 
1926 for the reason that earnings in the 
last half of 1925 were low, because of ad- 
verse crop conditions, which have since 
been completely reversed. In this group 
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@ Ultimate profits af- 
forded by non-divi- 
dend paying stocks 
often more than 
compensate for the 
lack of immediate 
income return; 


A $10,000 Speculative Group 





@ This type of security has a large following, as is indicated by the numer- 
ous requests for recommendations of stocks of this character by subscrib- 
ers of THE FINANCIAL WORLD; 


@ The accompanying $10,000 commitment was compiled with a view to 


long term profit possibilities, and future prices and disbursements should 
reward holders who diversify and exercise patience. 


HE long-term soveculative possibili- 

| ties presented by non-dividend pay- 
ing stocks always carry an appeal 

to a certain type of speculative-investor. 
A large following is enjoyed particularly 
by those issues which appear to have rather 
well defined prospects for dividend pay- 
ments within the course of a year or so. 
That this type of security purchaser in- 
cludes a large number of persons in its 
ranks is indicated by the number of re- 
quests which are received by THE FINAN- 
cIAL Wortp from its subscribers, asking 
for recommendations of this character of 
stocks. These queries have prompted the 
compilation of the accompanying list, and 
it was with the requirements of those sub- 


By RICHARD J. ANDERSON 


scribers in mind that this list was pre- 
pared. 

While it is not advisable for the aver- 
age investor to put an important proportion 
of his capital in non-income producing se- 
curities, a list of this type might well be 
included as a portion of one’s total invest- 
ment account, with the idea of apprecia- 
tion of principal rather than immediate re- 
turn on capital employed. 

The stocks comprising this list were 
chosen after careful analysis and consid- 
eration, and present what in our judg- 
ment are the best non-dividend issues ob- 
tainable on the New York Stock Exchange, 
price and value considered. They repre- 
sent railroads enjoying increasing traffic 


and earnings or merger probabilities and 
industrial companies whose profits are on 
the up trend or whose business appears to 
have better times ahead. Because of the 
much more clearly defined outlook in the 
rail group, sixty per cent of the total pur- 
chase is placed in railroad stocks, while 
the remaining forty per cent is used for 
purchasing the more promising of the in- 
dustrials. Public utility issues are not 
included for the reason that those which 
are in a favorable position as regards 
dividend possibilities are already selling 
relatively high. 

The majority of the stocks herein em- 
braced have already been the subject mat- 

(Please turn to page 309) 


























Prospective Dividend Payers 
Approximate Approxi- Earnings Rating 
Current mate Earnings per Share to Market Guenther’s 
Shares RAILS Market Cost 1924 1925 Current Price Appraisal 
Db Mme J... 43 $645 $3.52 $4.90 $6.50 15.10% oe 
15 Chicago, Rock Island & Pacific... o4 960 4.36 4.56 7.00 10.70 B 
15 Missouri, Kansas & Texas............ 37 555 4.72 5.33 4.50 12.18 B 
15 Kansas City Southern ....0.00000...... 45 675 3.81 4.25 6.00 13.27 B 
15 St. Louis-Southwestern ................ 68 1,020 8.38 8.46 8.00 11.68 B 
_ ae Se | * Eee 58 580 8.18 6.80 6.00 10.35 B 
15 Chicago, Great Western pref........ 30 450 1.28 1.34 2.80 9.32 C 
15 Gulf, Mobile & Northern ............ 35 525 3.98 5.58 5.60 16.00 a 
RS ELE 47 705 2.78 5.75 6.40 13.62 B 
Cost of Rails $6,115 
. Six Months 
INDUSTRIALS 1925 1926 
10 American Agri. Chem. pref.......... 57 $570 +$7.19 | a ae 6.30% c 
eee 56 560 3.93 6.29 $1.47 $3.29 11.22 B 
10 National Cloak & Suit ................. 25 250 11.29 | AES eee 13.80 & 
4 8S Ee Shs ee 32 320 9.12 Bs ett a Linea maleate C 
ee 8 oe ee 17 170 4.51 ee 15.23 
10 National Enameling & Stamping 27 270 1.12 $2.99 $3.14 $1.58 8.58 “4 
15 Weston Electrical Instrument...... 17 255 1.15 2.19 146 142 12.95 c 
10 Remington ...... 116 1,160 9.46 16.16 6.54 853 13.90 B 
fg? oe & eens 37 370 4.04 4.83 474 549 12.70 B 
Cost of Industrials $3,925 : 
Total Cost $10,040 
*Year ended June 30, 1926. Year ended June 30, 1925. As reported. 
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@ In the past two years Universal Pipe & Radiator 
has earned a total of $15.14 per share of preferred 
and has paid out $14 in dividends; The probable 
decline in new construction beclouds the company’s 
future earning prospects; 


€ National Cloak & Suit has earned $38.55 and paid 
out $14 on its preferred and has eliminated unprofit- 
able items and added to its line of general merchan- 
dise; ‘The corner appears to have been reached and 
more favorable earnings are expected ; 


« The preferred stock of both companies is selling a 
point or two above 70, but one issue appears to be 
in a much more attractive position than the other. 


tation for a certain stock does not 
necessarily mean that the issue is 
for dividend cuts or omissions. 
The stock may be emerging from uncer- 
tainty, with this improvement not yet dis- 
counted by the market. On the other hand 
the price may be buoyed up by the. ex- 
pectations of hopeful holders, while the 
issue is in reality in a much more unat- 
tractive position than its market price 
would indicate. Examples of these con- 
ditions are furnished by the contrasting 
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positions of the preferred issues of 
National Cloak & Suit and Universal Pipe 
& Radiator. 

The Universal Pipe & Radiator Company 
is a comparatively new organization. It 
was incorporated in 1923 as a holding com- 
pany to effect a reorganization of the bus- 
inesses of the Central Foundry Company, 
the Iron Products Corporation and sub- 
sidiary companies, all of which are en- 
gaged in the manufacture of radiators, 
pipe fittings, heating boilers and steam- 
fitters’ and plumbers’ supplies. 


Slight Margin 

The year 1924 was the first full year 
of operation for the newly-formed com- 
bination, and in that year net income 
amounted to $726,370, the equivalent of 
$11.36 per share of preferred stock. The 
seven-dollar-dividend rate on senior shares 
was earned but 1.6 times, which is not a 
satisfactory margin of safety for indus- 
trial companies. 

Operations in 1925 resulted in a net of 
only $255,932, or $3.78 per share of pre- 
ferred, failing to earn the dividend re- 
quirement by almost half, 

The company’s latest published balance 
sheet (as of December 31, 1925) showed 
a current ratio of about 1:10, with net 
working capital of nearly $5,000,000, and 
a cash item of $1,623,471. The soundness 
of the company’s current financial condi- 
tion is not a result of prosperous times or 


profitable business, but is principally due 
to financing which occurred in December, 
1925. At that time 60,000 shares of addi- 
tional common stock were sold to stock- 
holders at $25 per share and 25,000 shares 
sold to bankers at the same figure. The 
proceeds derived from the sale of this 
stock were used to liquidate nearly all out- 
standing bank loans, which had amounted 
to over $3,000,000 but three months be- 
fore. Patents and good-will are carried 
at $6,169,695, accounting for nearly one- 
third of the company’s total assets. 


Active Building Year 

The above facts do not present a par- 
ticularly impressive picture. Nor does the 
aspect become more favorable when it is 
remembered that 1925, the year of Un- 
versal Pipe & Radiator Company’s lean 
profits, was a year which witnessed a high 
degree of building activity. New construc- 
tion has a large influence upon the earnings 
of companies which are engaged in the 
manufacture of Universal’s line of prod- 
ucts, and it is reasonable to assume that 
a decline in construction would have an 
adverse effect upon these concern’s profits. 
The probable peak of the building boom 
occurred last spring, and for the first 
quarter of 1926 the company reported 
earnings of $3.11 per share of preferred. 
Although second quarter earnings have not 
been published, officials of the company es- 

(Please turn to page 308) 
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Buying Values on the Curb 


@ There is as much reason for basing speculation in Curb stocks on values as 
in those of other markets; the soundness of this policy holds good in any 


market; 


@ The character of listings has shown material improvement in recent years, 
but discrimination is necessary if the investor is to engage in intelligent 
speculation rather than giving consideration to many of the weaker issues 
that have only the promises of their sponsors with which to attract public 


attention ; 


@ Basing purchases on the current and prospective earning ability of the 


company is the only sound method and suggestions 


given herewith. 


4 PECULATION in Curb stocks is gen- 
S erally awe inspiring to the rank and 
file of investors. Not that there is 

not justification for a “hands off” policy 
when consideration is given to the market 
history of such mining stocks as Engineer’s 
Gold and of more recent activity, National 
Tin. Nor is the mining group alone in its 
thrills. There are many more outstanding 
examples in the radio group and motors 
without going to the trouble of mention- 
ing names that have left a bad taste be- 
cause of their market action. The lessons 
learned are numerous but are no guarantee 
against recurrence. So long as the public 
continues to be influenced by tips and ru- 
mors so long will advantage be taken of 
their weakness in this respect. To con- 
demn the market as a whole is unfair for 
intelligent speculation based on values can 
be conducted in the Curb Market as in 
any other, and let it be said that the char- 
acter of securities traded therein has shown 
remarkable improvement in late years. 
Many of the stocks that have found re- 
cent listing on the New York Stock Ex- 
change served a creditable apprenticeship 
on the Curb. Many more that are still on 
the Curb are soon to be listed on the “Big 
Board.” Speculation is not so much a 
matter of the exchange as it is of values. 
Values are assertive irrespective of market. 
There are many securities listed on the 
Curb that because of their earning record 
and outlook are worthy of attention in the 
light of having speculative possibilities. 
The stocks selected for this discussion are 
taken as a representative group and as in 
all other speculative ventures diversifica- 
tion of purchase is recommended rather 
than concentrating in an individual issue. 


Rand Kardex Bureau 

Rand Kardex is one of the issues that 
can be considered as having attractive pos- 
sibilities for the long pull with the stock 
selling at $43 a share, paying $3, and re- 
porting earnings for the six months ended 
March 31, 1926, of $3.68 a share on the 
class A stock. This is at the rate of a 
yield of 7 per cent on a stock that more 
than earned its dividend requirements in 
the half year and earning better than 8 per 
cent of its market price in the same time, 
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The company has also paid two stock divi- 
dends this year totaling 3.2 per cent. 

Rand Kardex Bureau was incorporated 
in October, 1925, to take over the old 
Rand Kardex Company and the Library 
Bureau and their subsidiaries. Since that 
time the company has entered into a close 
working agreement with the Safe Cabinet 
Company and acquired contro! of the 
(Globe-Wernicke Company. The combined 
business as now existing should exceed 
$40,000,000 annually. The savings in ad- 
ministrative and selling expenses to be ex- 
ercised by the combined companies should 
amount to $500,000 in the first year of 
corporate life according to an official of 
the company. The capitalization of the 
company at present consists of $2,759,000 
gold notes 5% per cent, due 1931, and the 
outstanding capital stock is made up of 
$4,445,408 cumulative preferred 7 per cent, 
357,564 shares of class A common and 
$50,000 of class B common of $1 par. 
Based on the earning ability of the com- 
pany the A stock, which is at present pay- 
ing at the rate of $3 a share, is in a splen- 
did position to improve its status in this 
respect. The issue is entitled to receive a 
$4 rate, after which it participates share 
for share with the class B. The amount 
of A stock outstanding, however, is to be 
materially increased from its present 
amount for the gold notes carry warrants 
entitling the holder to subscribe to A stock 
in the ratio of 22% shares for each $1,000 
amount of notes, at the rate of $40 a share 
in 1926, $42.50 in 1927, $45 in 1928, $47.50 
in 1929 and $50 a share in 1930. 


Satisfactory Earnings 

The net sales of. the company in the six 
months ended March 3, 1926, were $10,- 
641,737, which allowed for fixed charges 
being earned 18.76 times and resulted in a 
net of $1,472.877 applied to the stock rep- 
resents $33.13 per share of preferred, $3.68 
a share on the class A common, and after 
allowing for the participating features of 
the prior issue $1.48 a share on the B 
stock. The company is in excellent finan- 
cial condition with current assets of $9,- 
623,659 against current liabilities of $1,- 


along those lines are 


621,652, resulting in a net working capital 
of $8,002,007 as of March 31 this year, 
Good will and patents of the company are 
carried at $1. 

The speeding up of business has meant 
much in improving the company’s outlook. 
Improved methods become necessary to 
handle increased volume of business and 
with wages high the company’s products 
fit nicely with the new order which should 
result in a continued improvement in earn- 
ings. As a long pull speculation the A 
stock has attractive possibilities. 


Brooklyn City Railroad. 

Brooklyn City Railroad is another of 
the companies whose securities will bear 
watching in the year to come, It is at 
present selling for $7 a share and paying 
80 cents per annum yields better than 11 
per cent. New possibilities have been 
opened in the situation as effecting the 
company’s earnings with contemplated pro- 
grams of bus transportation in its terri- 
tory and in which it should participate to 
a large extent. The earnings of the com- 
pany only covered dividend requirements 
by a slight margin, being 88 cents a share 
on the outstanding stock. This year’s 
showing, while not expected to materially 
improve on the 1925 earnings, should al- 
low for the same rate of dividend being 
paid. The company’s financial condition 
allows for a good part of the earnings be- 
ing paid in dividends and with any ma- 
terial improvement this should be reflected 
in the standing of the stock. Operating 
conditions of the company are making 
toward gradual improvement and there is 
not the disturbing political factor that pre 
vailed heretofore, although there is little 
hope of relief from a fare increase with 
the present city administration pledged to 
a 5-cent fare. The company has a cleat 
bill of health, untainted by receivership in 
the trying period of the past several years. 
The management of the company is in able 
hands and property and equipment is in 
excellent condition. With an_ increasing 


population in the territory served and with 
the speculative incentive of inaugurating 
(Please turn to page 311) 
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q@ The investing public is giving increased 
attention to the insurance stocks but lack 
of familiarity with a basis for determining 
values has acted as a drawback in popu- 


larizing these issues; 


@ Though selling on a relatively low yield 
basis the stockholder has been generously 
rewarded in the past with extra cash and 
stock dividends that give this group at- 


tractiveness ; 


€ This is the first of a series of articles deal- 
ing with securities that are not generally ; 
given recognition in making up investment programs. 








Subsequent articles 


will treat the bank stocks and surety company stocks.—THE EDITORS. 


HEN the average investor says to 
W his broker, “Buy me a 100 Steel 

at the Market,” the easy famili- 
arity of his tone implies more than a pass- 
ing knowledge of the stock he is purchas- 
ing. Yet he seldom or never visualizes the 
actual workings of the vast corporation of 
which he is becoming a part owner, Little 
does he realize that the transaction has 
given him an equity in an enormous sys- 
tem of properties, which include iron and 
coal mines, producing the raw materials, 
railroads hauling these materials to blast 
furnaces and mills, making the finished 
products, and distributing systems market- 
ing the wares to the consumer. Who buys 
the commodities Steel produces, why they 
are bought, or to what uses they may be 
put are questions which do not arise in 
his mind. 


Lack of Knowledge 

The antithesis of this common situation 
is found in insurance and insurance stocks. 
Insurance has become such a vital and 
essential factor in our every-day life, that 
it is rare indeed to find a layman unac- 
quainted with insurance, its scope, and its 
functions. Further, he probably entertains 
a very definite idea of just what it means 
to him. At some time, he has probably 
seen the wisdom, aided by the persuasion 
of agents whose persistency is proverbial, 
of protecting himself, his family, or his 
Property, against the inscrutable future by 
availing himself of the benefits of insur- 
ance at a cost low in comparison with ‘the 
Value of the service rendered. He under- 
stands the principle of insurance—he knows 
that the basis of insurance is the law of 
large numbers, the law of averages, which 
carries the personal meaning to him that 
the greater and wider distribution of risks 
that a company has, the lower the cost of 
the Policies, In fine, he has a fairly def- 
mite and concrete idea of the insurance 
business. 

But speak to him of insurance stocks— 
they mean nothing. In the past, insur- 
ance stocks have been regarded with an 
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air of mystery, and have been generaily 
neglected as incomprehensible. Failing to 
investigate the nature of this type of in- 
vestment, the particular advantages of in- 
surance stocks have remained 
unknown, and the investing public has 
passed them by untouched. In spite of the 
fact that insurance stocks as a class are 
the oldest stocks known, they have been 
held chiefly by a select group of investors, 
mostly those affiliated with the trade, who 
have not been slow to appreciate the ad- 
vantages of this class of investments, Only 
recently has the general investing public 
begun to understand the nature of these 
stocks, which are growing increasingly 
popular as their character becomes better 
known, 

To comprehend easily the salient features 
of insurance stocks, a study of the insur- 
ance business proves quite helpful. The 
business of insurance is one of the oldest 
in the world, and through steady growth, 
it has expanded to one of the largest. No- 
where does it play such a vital part in 
national economy as it does in our own 
country, and in no other country do we 
find insurance developed to such a great 
degree, from the viewpoints of actual phys- 
ical volume and proportion to national 
wealth as in the United States. 


generally 


Steady Expansion 

The volume of insurance written natu- 
rally depends on the growth of our pop- 
ulation and wealth, both of which have 
expanded substantially throughout the last 
decade. Hence, the business of insurance 
companies has steadily expanded as the 
prosperity of the country has increased. 
At no time in the past have we experienced 
the demand for insurance that we are now 
witnessing, and this demand gives no in- 
dication of abating—instead the trend ap- 
pears to be a well-established upward one. 

Insurance companies enjoy an advan- 
tage over most industrials in that they do 
not experience seasonal or fluctuating de- 
mands for the services in the same sense 


as do the industrial companies. In recent 


years particularly, the volume of business 
written by insurance companies expanded 
noticeably, which may be traced to the 
huge building operations in this country 
and the consistent increase in property 
values. Of course, the marked activity in 
the structural field cannot reasonably be 
expected to last forever, and even at the 
present time a dimunition is imminent. 
The strict policies of banks in requiring 
insurance in accepting mortgages on prop- 
erties has naturally benefited the insurance 
companies. In addition, the universal pop- 
ularity of purchasing automobiles on the 
installation plan has opened up a new and 
substantial source of business, inasmuch as 
the financing companies require fire and 
theft insurance on all automobiles so pur- 
chased, 


Under State Supervision 

The investor in insurance stock enjoys a 
most desirable safeguard in that com- 
panies operate under the supervision of 
the various State Insurance Departments, 
with whom they file detailed annual re- 
ports. These statements are matters of 
public record and tend to inspire the con- 
fidence in the investors’ mind that affairs 
of the companies are conducted on a high 
plane. 

The assets of insurance companies are 
unusually liquid, consisting almost entirely 
of cash, government securities, and other 
easily marketable forms of investment, 
upon which a cash value may readily be 
placed. This great liquidity of high-grade 
assets may justly be considered a feature 
of no ordinary value. 

The conservatism of the financial state- 
ments are favorably impressive. The good- 
will of insurance companies is an un- 
capitalized asset, although one of consider- 
able importance, as it implies the retention 
of old business and the facilitation of new. 
Another factor of importance is the ex- 
cellent management characteristic of the 
old-line companies ; it is difficult, if not im- 
possible, to give this a tangible value, but 

(Please turn to page 310) 
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C William Z. Ripley 


Constructive Critic 


HEN Professor Ripley addresses 
himself to the public, Wall Street 
always stops and listens. Here 

is one economist who has some very 
pointed ideas concerning present-day cor- 
porate practices and who does not hesitate 
to say what he thinks in the most direct 
and unveiled terms. He is not afraid of 
size. Some of the most important of re- 
cent pieces of financing come in for espe- 
cial censure. 

The professor has a very biting sense 
of humor. Annual reports of corporations 
are not conventionally regarded as joke- 
books, but the economist finds much in the 
“obfuscations” and excuses of executives 
which draw a chuckle from his readers, 
On the other hand, the attitude of certain 
corporations such as U. S. Steel and Gen- 
eral Motors is highly commended. Their 
reports are cited as models of accuracy 
and completeness which might serve as 
criteria for others, 


At the Cross Roads 

An interesting figure is the one pictur- 
ing Main Street and Wall Street as inter- 
secting—the result of the widespread post- 
war distribution of ownership. Any fair- 
minded observer must concur with Pro- 
fessor Ripley that there is need‘of more 
light at this cross-road. Widespread pop- 
ular ownership cannot but bring benefits 
to the corporation if carried on in daylight, 
but let policies of concealment predominate 
and suspicion and ill-will are the inevitable 
result. It is difficult indeed to follow the 
course of reasoning of some managements 
who have already replied to Ripley’s chal- 
lenge with the simple statement that a 
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@ Professor Ripley’s article in the September issue of the 
Atlantic Monthly on the subject of the Shareholders’ 
Right to Adequate Information has drawn wide com- 
ment in financial circles; 


This article, entitled “Stop, Look, Listen,” is a plea 


for complete, prompt and sufficient explanatory finan- 
cial reports by corporations to stockholders; 


@ Professor Ripley’s criticisms of the attitude of corpora- 


tions toward stockholders and his suggestions as to pos- 


sible remedies are reviewed herewith. 


) 
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By JAMES S. PARSONS 


policy of revealing earnings or financial 
position would be detrimental to the com- 
pany and its stockholders. We remain 
frankly unconvinced. 


Following these concerns which publish 
no- financial reports are those which reveal 
only an income account or merely a bal- 
ance sheet. Many of the “tuppence 
ha’penny” variety of annual reports are in 
this category. These, to explain the pro- 
fessor’s figure, are the “pathetic 4x 5 fold- 
ers” with condensed income account or 
balance sheet combined, with the conven- 
tional expression of appreciation of loyalty 
of officers and employees. (Better still 
might be an appreciation of loyalty of 
stockholders in continuing to accept such 
devices from those who are supposed to 
be their agents.) And then the article 
goes on to condemn practices of not ex- 
plaining bases of valuation, derivation of 
various sources of income, gross as well 
as net sales, methods of depreciation and 
nature of acquired properties. Nature of 
investments is another. Of what use is an 
account labeled simply “investments” or 
even “U. S. obligations and other securi- 
ties”? 

More Reforms 


Professor Ripley could have gone much 
further than he did. Why not press the 
compulsory rendering of quarterly or even 
monthly reports, even if in condensed 
form? U. S. Steel and General Motors do 
not find it disadvantageous to give out 
their monthly sales. Surely there are few 
executives who do not have monthly in- 
come figures and trial balances prepared 
for their use. In THE FINANCIAL Wortp 
issue of June 2, 1923, a letter from Mr. 


Thomas Gibson to the Board of Governors 
of the New York Stock Exchange on this 
very subject was published. The Com- 
mittee on Stock List informed Mr. Gibson 
in a letter (also printed) that the efforts 
of the committee toward securing greater 
frequency of reports were meeting with 
considerable success. 


This brings us finally to the possible 
remedies for this situation. There is first, 
as brought out by Ripley, direct action by 
stockholders themselves. In England and 
Germany certified accountants annually 
carry out an audit, made at company ex- 
pense, but to a stockholders’ committee, in- 
dependent of management. There, as the 
writer brings out, a question as to whether 
to charge an expenditure to income or cap- 
ital accounts, if in doubt, comes before the 
stockholders’ committee. Nevertheless, al- 
though the fact is not mentioned, interim 
reports are less frequent there than here, 
and in Europe current information is 
strikingly inadequate compared with our 
own. 


Trying Other Methods 

Then there is the possibility of legisla- 
tion. Mr. Ripley suggests that the et 
forced submitting of financial information 
might be brought within the powers and 
scope of the Federal Trade Commission. 
Even if this were possible, which is open 
to serious legal question, its desirability 
appears doubtful except as a final recourse 
after other ‘methods have failed. It is 
more probable that it could be brought 
within the scope of state regulations, 
though here again the wisdom of such 4 
course is debatable. Governmental regu- 


(Please turn to page 304) 
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q| Low-Priced Rails— 


Making a Profitable 





@ Earnings of the motor 
accessory companies in 
the first half of the year 
were disappointing de- 
spite the record business 
done by the motor car 
manufacturers; 


@ With peak period of 
earnings passed, the sec- 
ond half year presents a 
beclouded outlook, ac- 
centuated by the intro- 


q| Moto Meter— 
Transfer 





duction of new devices that tend to eliminate the use of these products; 


@ In contrast the railroads promise to show a prosperous six months in the 


last half of 1926, with earnings favorable due to increased business and 
efficiency in handling it; 


@ Is this an opportunity for making a profitable transfer? 


ican fashion let us answer a ques- 
with another in reply. Sub- 
scribers of THE FINANCIAL Wor.LpD have 
indicated in their inquiries that there is 
an unusual interest in the stock of Moto 
Meter. “Is the stock a good buy at the 
present time?” is the most direct and 
most frequent query. The business done 
by the manufacturers of motor cars in the 
first half of the year has no doubt 
prompted the inquiry. When it is con- 
sidered that the product of the Moto Meter 
Company has found increased installation 
to the extent of 2,000,000 instruments in 
the past year, and that a year ago there 
were 8,000,000 in use, the interest is a 
natural one. The generally poor showing 
by the accessory manufacturers in the first 
six months of this year finds exception in 
Moto Meter, with earnings applicable to 
the “A” stock of $5.47 a share, compared 
with $4.96 a share in the same period of 
last year. With the stock selling at $41 
a share, earning 13.7 per cent of its mar- 
ket price in the first half year and paying 
$3.60 a share and participating in further 
Profits to the extent of one-third of the 
remaining income after the “B” stock re- 


ceives $1, the surface picture is a bright 
one, 


is the 1927 models? In true Amer- 


tion 


The Future Outlook 


“What are the prospects?” is another 
hot so frequent inquiry but of extreme im- 
Portance in making a decision in the other. 
Like so many other companies in its field 
the business of Moto Meter has been built 
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on a single product, which, while enjoying 
favor in its extended use, is subject to 
sharp reverse in the case of a change or 
improvements being introduced. While the 
showing of Moto Meter in the first half of 
this year is a creditable one it must be 
realized that it was accomplished in what 
is probably the most active season in auto- 
mobile history. The peak that was 
reached in April has shown a steady and 
marked decline that reaches to the close 
of August. Stimulation of sales by the 
introduction of new models and the com- 
ing automobile shows will have its effects, 
and the many cars that included the Moto 
Meter as standard equipment should 
bolster the sales of the company. But will 
they? That is the reason for the question 
used to lead off this discussion, “Have you 
seen the 1927 models?” 


New Business Counts 


The past history of the company is made 
up of cars already equipped and it can be 
said of the company’s product that it is a 
reliable and lasting one. There is little 
in the way of expectation from replace- 
ments. It is the new business that counts. 
With generally prosperous conditions pre- 
vailing there has been a trend to the me- 
dium-priced car that offers advantages 
and refinements over the low-priced 
group. It is in this field that Moto Meter 
has the greatest appeal. In 1925 Buick 
sold 208,575 cars and 140,200 in the first 
half of 1926. Nash in 1925 sold 93,252 
with 78,200 in the first six months of this 
year. In like manner Studebaker in 1925 


sold 134,664 and 61,000, and Chrysler 
133,357 and 76,800 in the first six months 
of 1926. There are, of course, many 
others that could be enumerated but 
taking a production of 570,000 in 1925, 
which should reach more than 600,000 
this year, and a good sized portion of 
the field is covered. The disturbing 
factor as affecting Moto Meter is that 
these cars have eliminated the heat 
indicator on the radiator with a guage em- 
bodied in the dashboard in their leading 
models for the 1927 trade, and it is not a 
Boyce product. It employs a different 
principle of registering the heat of the 
motor by taking the actual temperature of 
the water at the engine head rather than 
the heat of the air above the water in the 
radiator. Moto Meter has a similar prod- 
uct but has not given much evidence of 
keeping astride of the times in letting this 
business get away from it. Not that all 
makes of cars or all models have made 
the change but it very clearly indicates 
the trend and gives Moto Meter some- 
thing to contemplate in maintaining its 
sales record not to mention improving it. 


Asset Value 


With the earning outlook filled with un- 
certainty and indications pointing to di- 
minishing returns unless rapid steps are 
taken to fortify its position, the asset value 
behind the outstanding securities is not 
such as to warrant better prices. As of 
June 30 this year the net tangible assets 
excluding $1 patents and trademarks ap- 


(Please turn to page 309) 
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The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





Air Reduction— 
Rating “A” 

Air Reduction reports $6.56 a share 
earned in the first half of 1926, compared 
with $5.72 in the first half of 1925. The 
company charged off more than $4 a share 
for depreciation reserves in the first half 
of 1926, compared with less than $3 a 
share in the first half of 1925. 


American Agricultural— 
Rating “C’ 

American Agricultural Chemical reports 
$3.59 earned on its preferred stock in the 
fiscal year ended June 30, 1926, compared 
with $7.19 in the previous fiscal year. The 
decline in earnings is due to smaller vol- 
ume of business because of refusal of com- 
pany to meet price cutting brought on by 
over production in the fertilizer industry. 


American Power— 
: Rating “B” 

American Power & Light reports $4.70 
a share earned on the common stock in the 
year ended June 30, 1926, compared with 
$3.51 in the previous year, 


American Tobacco— 
Rating “A” 

American Tobacco, which has been re- 
peatedly recommended in Mr, Guenther’s 
bargain lists, reached a new high price for 
all time during the past week on prospect 
of an excellent net earning year in 1926, 
and an extra dividend toward the close of 
the year. 


Armour “A”— 
Rating “C’ 
Armour stocks became somewhat strong- 
er during the past week. A turn for the 


better appears to be in sight for the pack- 
ing industry. 


Glidden— 
Rating -““B” 

Apparently the prediction of the presi- 
dent of the Glidden Company to the effect 
that earnings will show up much better for 
the six months ending October 31, 1926 
will be verified. It is reported that July 
profits showed an increease of 42 per cent 
over July, 1925, with prospects good for a 
gain also in August. 


Hartman Corporation— 
Rating “B” 
After a long period of inactivity Hart- 
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man came to life and reached the $30 mark 
during the past wek. It is reported that 
business is coming along in nice shape. 


Kelsey Wheel— 
Rating “A” 

Kelsey Wheel reports $5.93 a share in 
the first half of 1926 compared with $8.04 
in the first half of 1925. The companies 
manufacturing wheels for automobiles are 
apparently meeting increasing competition 
from some of the larger motor units which 
are manufacturing their own wheels. 


Macy— 
Rating “B” 

Macy common stock became strong and 
active on announcement that the entire pre- 
ferred issue would be retired and replaced 
with a somewhat smaller issue of serial 


debentures. This apparently paves the way 
for dividend inauguration on common 
stock. 
Manhattan Electric— 
Rating “B” 
Manhattan Electrical Supply has ac- 


quired E. D. Anderson & Company who 
are manufacturers of automatic machinery. 
Acquisition will be accomplished through 
exchange of stock. 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


Chi. Gt. Western Pfd............. CtoB 
Fed. Mining & Smelt. Pfd.....Ato B 





Publication Date of 
Guenther’s Appraisals 


The monthly Appraisals are 
now published one week later 
than heretofore in order to be 
able to include important in- 
formation that does not come 
out until around the first of the 
month. 


Subscribers, therefore, should 
not expect their Appraisals be- 
for the 10th of the month in 
the eastern part of the United 
States. More distant points re- 
quire a few days extra. 
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National Supply— 
Rating “A” 

National Supply, which earned more 
than $5 a share on its common stock in the 
first 6 months of 1926, is expected to earn 
in the neighborhood of $12 a share in the 
entire year. The company is profiting by 
the great oil drilling activity. 


Oil Well Supply— 
Rating “A” 

Oil Well Supply reports $2.11 a share 
earned on its stock in the first half of 1926, 
compared with $1.46 in the same period of 
1925. 


Pan American— 
Rating “B” 
Pan American reports earnings of $5.56 
a share in the first half of 1926 compared 
with $6.02 in the same period of 1925. 


Sears Roebuck— 
Rating “A” 

Sears Roebuck reports an increase of 
15.7 per cent in its August sales and for 
that month has gone ahead of Montgomery 
Ward, which reported an increase of 7.3 
per cent. August increase represents the 
55th consecutive monthly increase for 
Montgomery Ward. 


Texas Company— 
Rating “A” 


Texas Company and some other oils be- 
came somewhat strong marketwise during 
the past week. It is expected that after 
Texas Corporation of Delaware is formed 
to take over Texas Company holdings 
a stock dividend will be declared. While 
oil consumption is large production keeps 
at a high rate. 


U. S. Steel— 
Rating “A” 

U. S. Steel more than made up its divi- 
dend in a single day during the past week 
on news of better conditions in the steel 
industry. Reports from the trade indicate 
that the steel outlook is more definitely 
favorable. Evidence still multiplies that 
the hand-to-mouth buying is in vogue, 
with no over-production thus far developed 
in our basic industry. 





Railroads 





Atchison— 


Rating “A” 
Atchison, which has been constructively 
analyzed in THE FINANCIAL Wor Lp a num- 
(Please turn to page 314) 
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HE high lights of the past week’s 
bond market have been made by the 
high-yielding foreign issues and by 
the domestic convertibles. The French is- 
sues have been particularly strong, the 
greatest gains being scored by the guar- 
anteed rails which we have been recom- 
mending in ‘preference to tthe direct 
French government issues for those whose 
demands for stability are not such as to 
preclude the inclusion of French obliga- 
tions among their holdings. The Est 7’s 
at the time of our going to press had sold 
up to a price of 87, while the P. L. M. 
6's and 7’s, the Paris Orleans 7’s and Nord 
Rly 6%’s have also scored proportionate 
advances, 
It is opportune at this time to mention 
the Framerican Ind. Development 714’s of 
1942, which are currently quoted around 


By THE BOND EDITOR 


93. These bonds have advanced somewhat 
from their recent low level but have not 
scored proportionate gains with the other 
French issues. They are an assumed ob- 
ligation of Schneider & Company, the fore- 
most steel producer of France and statis- 
tically measure up to a standard of safety 
considerably higher than is indicated by the 
yield basis on which they are selling. 
Schneider & Company carries its fixed as- 
sets at a valuation of only a fraction of 
the real value of its properties and its 
credit has always been high. On the basis 
of intrinsic value we believe these bonds 
are not high in price, though it is neces- 
sary to point out that they still continue to 
reflect the changes for better or for worse 
in the French internal situation. 


German issues have shown continued 
strength, the German Electric 6%4’s with 
warrants advancing with higher prices for 
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the stock, while the Rheinelbe Union 7’s 
again showed strength along with Deutsche 
Luxemburg stock, upon which they have 
a call. Italian 7’s were up over a point, 
reflecting Mussolini’s new measure for 
stabilization of the Lira, while Polish 8’s 
also advanced a like amount. 


Among the domestic issues the greatest 
activity centered around the convertible and 
warrant bonds. Barnsdall Corp. 6’s sold 
up to par, reflecting the advance in the 
class A stock to a price of 29. These 
bonds bear detachable warrants entitling 
the holder to purchase 25 shares of the B 
stock at a price of $25, and for one dis- 
posed to speculate in the oils under present 
uncertain conditions, they represent a much 
better medium for so doing than do the 
shares themselves. 


Delaware & Hudson Conv. 5’s were up 
(Please turn to page 306) 














Bonds Called This Week 
(Except in the case of entire issues called, amounts called of less than 

Amount 

Name of Issue Called 
Chesapeake & Ohio Ry: Co:, conv. 658, 1946 <4... sccecccccsvocceres Entire 
Aree merviee “Ce, Cen; TO. Th FOGG ooo e casseseese b 6 kiwiare ware dad 0S wrecks 2,500,000 
Central Mean: Hl. Co, 0% BOted TOSO cok snk ss 6b venbevbevane’ Entire 
Surlington Traction Coe., 1st & ref, G8) 1942> occ eccccsiscceceisiecsee Entire 
Montgomery Ward Warehouse Co., ist 6s, 1927 Neh eaharaltalan secaal oe Grn sand Entire 
Wheerer (Cora, 1:) tet ger. SS, POBTSRS oc ieoiviskccseveacas ea dwaeseews Nos. 241-483 
Wildwood Ang. & Holly Beach Gas Co., 1st 5s, 1935 .......... Entire 
Cache County, Utah, Logan S. D., 4%s, 1936 (Nos. 1 to 80) 80,000 
Citizens Water Co. (Washington, Pa.) 68, 1949 .....ccccccseccessees Entire 
Interstate Utilities Corp., 64% conv. notes, 1928 ...........e.000- Entire 
Wrest fen tix. Co, Cen. Giee: 1900... 66sec cccsie sic we cwwee's,0 aye. Entire 
Cincinnati Gas & Bleciric Co... A-Te, 1964. oc. 6 ccck sie cceccccectssedes 46,500 
Havana El. Ry., Lt. & Pr. Co., gen. 5s, 1954 Entire 
ruplic Service Coe. of Colo, conv. deb: %5, 1933... ...ccsicccsinocess *}intire 
Roosevelt, Utah, Waterworks 6s, 1936 (Nos. 1 to 25) ........ceees 12,500 
spring City, Utah, Blec. Lt. 6s, 2986 CNos. 1 to 30) .2.cccccwess 15,000 
Weetinepouce BA. & Bite Co, Th: BOSE  .vicckkecdcww eeieeeees sees Entire 
Brasil (United States of} Bxt. =, £. 646s, 1967 2. ccisccccescvcces 300,000 
North Amer. Lt. & Pr. Corp. 7% notes, 1954 Entire 
Breawene tt. £2, Con, Set BE. CR TOES. nic ccc cescevewseceeccce es Entire 
Int.-Gt. Northern R. R. Co., 6% sec. notes, 1930...........4. Entire 
Wrench HeEpubiic: Gt. SE, TOA. oiicik cc ce ticsc cee wes cic cs sco Masiew sie 2,000,000 
Petersnare, TenM. MmIcioel Gh; TODD onic. cvssevecccseesioecess Entire 
Saar Basin Cons. Counties, ext. 7s, 1985 ...cscesccrccoes geicaen aa 153,000 
Amer. Type Founders Co., deb. 68, 1940 .....ccccsccscrccccccccses 77,000 
Associated Oil Co., 6% motes, 1935 .......cccccccccnrccvescscccccce 1,200,000 
Interstate Iron & Steel] Co., Ist 8s, A, 1941 2. .cccccccrrcccsccccecees Entire 
memes GG, FME T, SO ET nk aid 0:0 0 0-00. 60 00 65,65 HO COCA O woe MES ROE TO 200,000 
Seles G Company, Te, LOG oo incic sc 00s oc ccccsceccesecesacveeseeesees Entire 
Arkansas Lt. & Pr. Co., Ist & ref. G68, 1954 ...ccececceccccevees Entire 

*Conversion privilege expires Sept. 21, 1926. t 


$10,000 are not included) 

Call Date 

Price Payable 

105 Oct. 1, 1926 
102 Sept. 1, 1926 
100 Oct. 1, 1926 
105 Jan. 1, 1927 
101 Sept. 1, 1926 
100%-1 Sept. 12, 1926 
110 Nov. 15, 1926 
eae Sept. 2, 1926 
106 Oct. 1, 1926 
101 Oct. 1, 1926 
100 Sept. 1, 1926 
110 Oct.. 1,. 3936 
105 Oct. 1, 1926 
105 Oct. 2, 1926 
Sms Sept. 1, 1926 
ees Sept. 1, 1926 
104% Nov. 1, 1926 
100 Oct. 1, 1926 
105 Jan. 1, 1927 
105 Oct. 1, 1926 
100 Sept. 1, 1926 
110 Sept. 15, 1926 
100 Jan. 1, 1937 
102 Oct. 1, 1926 
105 Oct. 1, 1926 
102% Sept. 1, 1926 
107% Nov. 1, 1926 
100 Sept. 1, 1926 
110 Sept. 1, 1926 
105 Sept. 1, 1926 
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A $11,650-a-Minute Outlay! 





lars a day; 





HATEVER may be one’s opinion 
on the subject of Europe’s debts 
to the United States, while think- 
ing in terms of billions of dollars, it is 
interesting that, while one reads statements 
regarding Europe’s ability or inability to 


repay approximately 10 billion dollars 
owed to the United States, little attention 
has been given to the fact that American 
investors, in the first seven months of 
this year, put up more than 4 billion dol- 
lars for new securities, foreign and do- 
mestic, 


Yes, America is prosperous, and Amer- 
ica’s wealth resources are huge enough to 
justify a certain amount of satisfaction on 
our part when we contemplate the condi- 
tions which prevailed prior to the world 
war. 


In the first seven months of this year, 
American investors bought new securities 
in the amount of more than $4,000,000,000. 
That was at the rate of $11,650 a minute. 
It represented an outlay of $16,776,000 a 
day for the period. 


Only five years ago, when the total of 
new capital security issues in seven months 
was slightly under $3,000,000, it probably 
was not anticipated that the time was so 
near at hand when that amount of securi- 
ties could be disposed of in a seven-month 
period. 


dollars in the first seven months of this 
year does not mean that the money was 
dropped into a pit and sealed up. I think 
that is the impressive feature of the tre- 
mendous outlay. 


It meant that American investors—who 
are the savers, who give the country its 
backbone, financially speaking—put up 
$11,650 a minute every twenty-four-hour 
day for seven months, every day in each 
week, for 243 twenty-four-hour days, to 
the end that the material prosperity of the 
country might be strengthened and pro- 
longed. 


And it is altogether likely that one who 
would be venturesome enough to estimate 
the new capital outlay at the end of an- 
other ten years would be regarded as a 
statistical moron. 

* * x 


oes a year ago, I wrote in THE 
FINANCIAL WorLp of the outlay in 


the purchase of public utility securities’ 


during the first four months of 1925. It 

was at the rate of about $3,500 a minute. 
In the first seven months of this year, 

the outlay for public utility securities 


(new) was at the rate of about $3,350 a’ 


minute, The total in the period was $1,- 
170,894,212. In the corresponding period 
of last year, the total was $900,455,615. 


Public utility financing continues to be 


« American investors, in the first seven months of this 
year, furnished new capital in exchange for foreign 
and domestic securities to the extent of more than 
4,000 millions of dollars; 


@ That investment represents an outlay of $11,650 for 
each minute of each 24-hour day of the seven-month 
period ; it was at the rate of more than 16 million dol- 


@ Ten years ago few would have been willing to admit 
that such a tremendous outlay of capital could be ac- 
complished in even a full twelve months period. 


By E. MARSHALL YOUNG 


many years to come to be at a rate that 
will dwarf almost every other form of 
financing. There may be some disposition 
to question as to whether or not the public 
utility industry is calling too heavily upon 
the new wealth of the country. But, when 
one stops to consider the rate at which 
the country is developing industrially, and 
realizes the close association between that 
development and requirements for the serv- 
ice of the utilities, one readily can appreci- 
ate the necessity for continuous heavy de- 
mands for capital. 


Attention has been drawn in THE 
FINANCIAL Wor_p from time to time to 
the part played in the development of com- 
munities by public utility enterprises. A 
case in point which occurs to this writer 
is that of the City of Baltimore. The 
great growth of the Consolidated Gas 
Company of that city is laid to the steady 
gain in importance of the city as an in- 
dustrial center. And I know that the 
company has been one of the foremost 
agencies responsible for a large measure 
of that growth. Incidentally, the name of 
Aldred & Company is identified as the 
banking house that stood behind the growth 
of Consolidated Gas. 


In a recent issue, the firm of E. H. 
Rollins and Sons was mentioned in its 
connection with the development of the 











And ‘it must be borne in mind that that by far the largest. Yet public utility public utility industry. Other names 
withdrawal from savings of four billion authorities assert that it will continue for (Please turn to page 312) 
Outstanding Totals of New Financing for Seven Months ended July 31 
7 Months Ended July 31 1926 1925 1924 1922 
Ee ees Se ee $210,556,000 $300,388,500 $439,183,537 $436,251,480 
me TRIN assis 1,170,894,212 900,455,615 888,239,912 408,533,989 
Foreign Government ...............0-:-0-scecccsseeeeeoee 200,619,000 302,131,000 200,940,000 354,305,000 
I te 2,936,989,171 2,453,204,599 1,942,794,973 1,509,764,847 
(Domestic and Foreign) 
a - $4,068,491,922 $3,769,763,379 $3,229,599,029 $2,913,916,498 
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By THE OBSERVER 


Now that the tent is being raised 

New York’s for the fall’s political circus an at- 

Rail tractive program must be staged 

Muddle to entice public interest. So far as 

the city itself is concerned and its 

local contest what is of most importance is the traction 

muddle. It has outgrown in the public mind the ques- 

tion whether it is a five-cent fare or whether it should 

be more. The mayorality election was fought on the 
retention of the present fare charge. 


With that promise confronting them the democratic 
leaders cannot change their position. Yet, it is appar- 
ent they must do something to appease the increasing 
army of straphangers who now realize that their 
physical discomfort results from inadequate transporta- 
tion facilities and they cannot expect any improvement 
in this situation unless the privately owned services can 
earn a fair profit on the capital invested in them. 


Hence, it is now proposed to submit the question of 
a higher fare to the voters this fall. If this is done it 
is almost a certainty it will meet with defeat, for the 
average citizen is always against something that is 
likely to benefit someone else. So far as the strap- 
hanger himself is concerned his vote will be in the 
minority. 


The honest and fearless manner of treating this press- 
ing problem is for the city fathers to forget politics en- 
tirely and primarily consider the needs of New York 
through an independent investigation and then allow the 
facts to become the basis of their decision. Until this 
is done New York’s traction muddle will never be 
taken out of politics. 


Notwithstanding the recurrence in 

Urges the annals of the oil industry of 

Oil new production through discovery 

Saving of new fields, which would indicate 

a plentiful supply of the product, 

there continues a likely agitation for the enactment of 

a Federal law whereby the future supply of oil would 
be conserved. 


A plea to this effect has been filed with the Federal 
Conservation Committee by Donald E. Bridgeman, the 
Minnesota Commissioner. He estimates if such a pro- 


gram was intelligently carried out by the Federal Gov- 
ernment, in conjunction with the states, a saving could 


be effected in a period of twenty years which would 
represent more than $15,000,000,000. 

That something should be done along the line of con- 
servation of our natural resources, not alone in oil but 
In other of our raw materials that are drawn from 


Mother Earth, is indisputable in spite of the general 
careless attitude observed, because for the present there 
is no occasion to worry over the supply. Oil, like metal, 
is not easily replenished—when a field or a mine is 
exhausted further production ceases. 


For this very reason all needless wastage should be 
checked. There is considerable room for such conser- 
vation in our oil fields. Our demand for oil is con- 
stantly expanding as new uses are discovered for it 
and industry turns more and more to its use as a fuel. 
Even at the present time the amount of oil above the 
ground would not last many months were it to so 
happen that all the oil fields should dry up. While 
such a possibility need not for a moment receive seri- 
ous consideration, yet the problem of oil conservation 


must be viewed in the light of such a contingency, re- 
mote as it is. 


For several years, in fact since the 


Textile war ended, and with it submarined, 
Trade instead of deflated the textile trade, 
Outlook people engaged in this enterprise 


have been wondering whether the 
day of betterment is dawning or whether darkness 
will continue to hang over it. Of all industries tex- 
tiles probably have suffered the longest and severest. 


New England states were the principal sufferers from 
this semi-paralysis because they were the cradles of 
the industry until the South entered the field on a 
large scale. 


Several times the appearances were that the turn 
had come, but these signs proved superficial. Now 
again comes word from New England that operators 
of textile mills feel there is a revival ahead. Let 
us hope these states will not again face disappoint- 
ment. If this hope is founded upon much needed 
corrections in the operation of the mills affected, then 
we might expect the long sought for improvement. 


Experts in the industry have contended that there 
must be a radical readjustment in the labor cost if 
there is to be any profits made. New England labor, 
lulled into a false opinion of its worth by the ex- 
cessive wages the war produced, did not recognize 
this economic fact and the result was the mills had 
to close down, or curtail their operations, and labor was 
thrown out of employment. If labor is more tractable 
now the textile trade may be able to overcome some 
of its other minor ills and once more face prosperity. 
To this it is certainly entitled for it is one of our 
most important and essential industries. 








More Light on Cuba Company 


HE statement of President H. C. 

Lakin explaining the status of Cuba 

Company, following the recent 
changes in its capital structure and inter- 
company accounts, clarifies this situation, 
which has created so much uncertainty 
since the publication of the company’s an- 
nual report. 


Earnings as reported indicated a less 
favorable showing than previous unofficial 
statements had intimated, but the situa- 
tion is by no means as unfavorable as the 
action of the stock would seem to indicate. 
Earnings per share aggregated $4.64 as 
against $6.79 for the preceding year, but 
by securing control of substantially the en- 
tire outstanding common stock of the Con- 
solidated Railroads of Cuba, the parent 
company is now in a position to draw 
equity earnings as needed from this sub- 
sidiary. The recent $5,000,000 note issue 
of the Compania Cubana, its sugar subsidi- 
ary has liquidated the floating indebtedness 
to the railroad company, incurred in part 
to finance extensive improvements. In all 
about $3,000,000 each have been added to 
the properties of the sugar company and 
the railroad company. 


Financial Condition 


The close of the fiscal year, which was 
a distinctly unfavorable one to Cuban com- 
panies generally, left Cuba Company with 
net working capital of $5,496,000, as 
against a figure of $5,710,000 for the year 
previous. Cash, however, was up from 
$3,331,000 to $5,481,000. The company’s 
financial structure, including inter-company 
obligations, are now apparently adjusted 
for some time, for to quote President 
Lakin, “Thus it is that unless new prop- 
erties shall be acquired, the Cuba Company 
and its subsidiaries are not likely to be in 
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the market for additional 


some years to come.” 


financing for 


It is difficult in holding company struc- 
tures and particularly in foreign companies 
to trace out the allocation of certain 
charges. In the case of Cuba Company it 
appears that for some reason, minority in- 
terest in subsidiaries has been charged with 
dividends on certain Consolidated Railroad 
preferred, which has been held in the Cuba 
Company treasury. Possibly this procedure 
is due to the fact that this stock has been 
pledged under a loan, but if, as appears, 
this is what has been done net earnings 
would, if adjusted, show substantially the 
same as for the previous year. 


Also the sugar situation has materially 
improved from the date as of which the 
inventory figures were taken. The 1925- 
1926 crop returns were based upon 2.10c. 
raws, whereas a present valuation would 
show an advance of 
this figure. 


40c. to .50c. above 


The position as regards Cuba Company 
common remains fundamentally unchanged. 
The stock was originally suggested in Mr. 
Guenther’s speculative list of July 17, and 
while a number of reasons have been ad- 
vanced for its decline in addition to the 
lower indicated earnings we have not 
changed our views that it possesses well- 
defined prospects for the long pull, and 
therefore advise averaging the cost of 
stock by purchases at lower levels. It is 
difficult to see wherein justification can 
be found for passing dividends unless con- 
ditions should rapidly become worse, and 
there is every indication that they are im- 
proving. Regardless of this phase of the 
situation, we feel that the stock is under- 
valued with respect to present and poten- 
tial earning power as compared to present 
market price. 


Stock Undervalued 


Consolidated Railroads of Cuba pre- 
ferred, which has failed to pay its regular 
dividends but one year out of the last 23, 
appears distinctly undervalued at present 
prices, yielding around 9 per cent. We 
therefore additionally advise exercising of 
the rights. 


Cuba Company common stock was rec- 
ommended as a speculation for long-term 
holding. The intermediate market reaction 
does not in any way alter the long-range 
prospects in this situation and must be 
regarded as an opportunity to buy the 
stock at more attractive price levels. The 
fundamentals are unchanged and prospects 
for the next important change in the com- 
pany’s earning power to be an upward one 
continue favorably defined. The financial 
condition is sound and there is no reason 
why under existing conditions the sub- 
sidiary railroads should not begin paying 
dividends on their respective common 
stocks in which the parent company has 
increased its holdings while reducing its 
holdings of preferred. 











Ripley Reforms 
(Concluded from page 298) 














lation divorced from _ political influence 
might not be undesirable, but expecting 
too much. The solution might better come 
from within. Paternalism is an odious 
word and its results, if applied to our cor- 
porations, would be detrimental to all con- 
cerned, The railroads have long reaped 
the harvest of a control forced upon them 
by the misdeeds of their managers two 
generations ago. 

No, the companies themselves should be 
given further opportunity to remedy the 
criticism which is justly directed at them 
and the New York Stock Exchange should 
iurther extend its requirements for finan- 
cial publicity. The policies of the govern- 
ing board of this body are deserving of 
the most hearty commendation for what 
has already been accomplished, but there 
remains a vast field for further effort. Why 
could a standard form for reports, subject 
to individual distinctions, but following the 
general lines of the present listing forms, 
not be made a requirement and the insti- 
tution of regular quarterly reports on this 
basis be enforced? 

Some of the things Professor Ripley has 
said are almost heresy in Wall Street, yet 
most observers agree that the financial 
world and the public at large will be bet- 
ter off for his having said them. His 
previous attitude on non-voting securities 
produced very tangible results. Let it be 
hoped that the present one will be equally 
successful. 

THE FINANCIAL Wor.p has again and 
again asked its subscribers who, as stock- 
holders in our enterprises, are the real 
owners of the property to write to the 
presidents of the corporations in which 
they hold stock when adequate information 
is lacking. Many corporation presidents 
are glad to answer pertinent questions; 
many more will doubtless change their 
views as to the need of adequate publicity 
if the owners of the property are sufficiently 
insistent. The best immediate remedy lies 
in the hands of the stockholders themselves 
by insisting that their employes (the 
officers of the company) give them fre- 
quent and adequate information. It is up 
to the stockholders to throw off their 
apathy and take sufficient interest in the 
affairs of the company in which they are 
partners to force greater recognition of 
their rights. 
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Enjoyable Reading 
I am a subscriber to your magazine, and 
while I do not own any stocks at present, 
I expect to be in the market again soom. 
I enjoy reading THe FInANcIAL WorLD 
and think it a very valuable paper to even 
the smallest investor. Had I subscribed 
earlier and followed your advice in the 
purchase of certain stocks, I would have 

found it of much profit to myself. 

H. P. Stratton. 


“Tell your friends they need it.” 


The Financial World 
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EXAS will 
turn Ponzi 
over to the 

Massachusetts au- 
thorities. This is 
almost a certain- 
ty, for there is 
not a chance in a 
thousand for a 
technical loophole 
in the law through 
which he can es- 
cape. Ponzi is 
now acting the 

* last scene in his 

swindling career, 
Like all notorious financial crooks of the 
past he finds it full of bitterness, for it is 
his day of atonement for the miseries he 
brought upon others. With seven years in 
prison staring him in the face the prospect 
is not pleasing, Ponzi is reported to be al- 
most penniless—a condition that tells its 
own story that a life of crime is unprofit- 
able. This swindler who conceived a 
plausible scheme of trafficking in Italian 
exchange so it would appear hundreds of 
per cent could be made out of it had the 
ability of progressing far in legitimate 


finance had he not the crooked complex 
in his mind, 











* * * 


HATEVER are Mexico’s internal 

problems those who now rule her 
destinies appreciate the necessity of re- 
building her external credit. To make 
this impression clearer they anticipate pay- 
ment of interest by forwarding money to 
the international committee of bankers six 
months before the next semi-annnal pay- 
ment is due. Holders of Mexican Govern- 
ment bonds will feel much encouraged in 
reading the statement of its financial agent: 


_ “Our national debt has been put on an 
interest paying basis and will be kept there 
despite the very foolish and futile efforts 
to injure our credit.” In this good inten- 
tion Mexico will have the help of her 
creditors as well as their well wishes that 


she will solve amicably all her other domestic 
problems. 


*¥ * * 


T was the power he represented that 

made the interview of Thomas Coch- 
ran, one of the Morgan partners, of such 
importance that it raised the market value 
of General Motors in a few days over 
$76,000,000. The Morgans are the bankers 
of the company, a fact the public knows; 
hence when it is announced that a member 
of this firm is so optimistic about General 
Motors it is information which comes from 
the throne-room. Had some one of less 
Importance predicted a rise of one hundred 
dollars a share on top of a large advance 
already scored it would not have recieved 
much attention. Cochran has said he put 
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no definite value on the stock, he confined 
himself only to the excellent business pros- 
pects the corporation confronted. Those 
who know the policies of the Morgan 
house are inclined to believe in this par- 
ticular he has been misquoted. Big men 
hesitate placing themselves in a position 
of appearing like prophets promising a 
specific performance. They know the fu- 
ture has too many surprises to take such 
a chance with their reputation. 


* * * 


HEN the Stock Exchange built its 

new building this increased housing fa- 
cility was considered sufficient for its grow- 
ing needs for a good many years to come. 
This expectation has been agreeably upset 
for the organization finding itself cramped 
for room has leased three floors in an 
adjoining building in order to properly 
take care of its increasing business. If 
new listings continue to expand as they 
have in the past few years arrangements 
will have to be made for additional space; 
but this prospect is not worrying stock ex- 
change members, for the more there are 
the merrier. With a limited membership 
this growth assures a proportional increase 
in trading and commissions and a further 
premium for a Stock Exchange seat. A 
seat now costs a small fortune. 


* * * 


WELL-KNOWN investment service 

in explaining the recent movement in 
security markets, which has acted contrary 
‘o its own opinion, ascribes it the plethora of 
capital. That situation has been apparent to 
shrewd observers for more than a year. I 
pointed out in THE FINANCIAL Wor Lp that 
on our investments alone our return in 
dividend and interest now amount to more 
than $5,000,000,000 annualy—and such rev- 
enue is sufficient to finance the country 
over any moderate busines recession.. It is 
unfortunate with some of our market stu- 
dents that they are as yet unable to view 
the nation from its present position as the 
world power in finance, but still look at it 
from a provincial point of view. To have 
plethora of capital is to be fortunate. What 
it means is that the country has a big fat 
surplus tucked away to draw upon it in 
time of need. This situation is no differ- 
ent than the individual who has acted on 
the advice of bankers and insurance com- 
panies to save a nest egg for a rainy day. 


* * * 


EMBERS of the bituminous miners’ 

union were told some plain truths re- 
cently. They were informed that unless 
they can amicably get together with mine 
owners on terms that will permit a fair 
profit on operations their union faces ruin, 
The non-union mines are getting all the 
benefits. This anomalous situation is sap- 
ping the union strength because miners will 
look for work whether they hold a union 
card or not. Stomachs must be fed and 
rewards of work can only fill them. The 
union is not fighting the operators in the 
present crisis; it is opposing the immutable 
economic law—that is capital will not em- 
ploy itself if it cannot earn a fair profit, 
and with capital idle, labor is unemployed. 
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DIVERSITY 


@ An investment list all 
in one industry is un- 
sound. An income all 
from one company, no 
matter how strong, is an 
unsafe income. 


@ The practical applica- 
tion of that principle in 
making Sound invest- 
ments and securing Safe 
incomes is a large part 
of our Service. 





@ Ask us to analyze 
your list from this point 
of view. 
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E extend the facilities of 
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Bond Market . 
(Continued from page 301) 
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five points following the advance of the 
stock, and we can only repeat our previ- 
ous advice to holders of this issue that 
they continue retention in spite of the fact 
that the bonds are selling no less than 20 
points above their investment level. In- 
ternational Tel. & Tel. Conv. 5%’s ad- 
vanced another point, while International 
Great Northern Adjustment 6’s and M. K. 
& T. Adjustment 5’s showed similar gains. 
With the feverish activity and sharp ad- 
vances which have characterized the past 
week’s market in the rail stocks, it is only 
natural that the semi speculative convertible 
rails should participate. We look for 
further gains before the termination of the 
present railroad movement. 


There has been a sharp contraction in 
the number of new offerings for the week, 
the two flotations which have occupied the 
center of the market being the $35,000,000 
Illinois Central offering by Kuhn, Loeb & 
Co., and the $28,475,000 State of New York 
issue by the syndicate headed by Blair & 
Company. 


The detailed comments on new offerings 
include a number sold the previous week 
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which could not be covered in our issue 
of August 28, due to limited space. 


Railroad 


$25,000,000—Itt1nois Centrat R. R. Co. 
4%’s of 1966, at 96%, to yield 4.95 
per cent. 


These bonds are without mortgage se- 
curity being simply a direct obligation of 
the Illinois Central R. R. Company, but the 
indenture under which they are issued pro- 
vides against the creation of any new mort- 
gage except to refund or extend ex::t.ng 
liens, unless provision is made for secur- 
ing the subject bonds pari pas:i The 
Illinois Central belongs to the his ::est grad: 
class of carriers which it r-flected by a 
yield of less than 5 per cent on its unse- 
cured obligations. Gross revenues of the 
road are substantially over twice the fixed 
charges, including rentals, while the junior 
equity is represented by $28,878,600 of 6 
per cent preferred and $127,566,800 of com- 
mon stock. We regard these bonds as an 
investment of the highest grade and con- 
sider them to be offered on a basis well 
in line with their intrinsic worth. 


Public Utility 


$9,500,000—NationaL Power & Licut 
Company deb. 6’s of 2026 at 98 to 
yield 6.10 per cent. 


National Power and Light Company 1s 
one of the most important divisions of the 
Electric Bond and Share system, controll- 
ling a number of the more important pub- 
lic utilities in the South. Included among 
its subsidiaries are the Birmingham Elec- 
tric Company, Carolina Power & Light 
Company, Houston Lighting and Power 
Company, Memphis Power & Light and 
several others of importance. This piece 
of financing is principally a refunding op- 
eration for replacing the income 7’s which 
have been called at 105. The old National 
Power & Light Company has progressed so 
far since its inception in 1921 that there 
was noturally no necessity of gllowing its 
7 per cent bonds longer to remain out- 
standing, and it has takeh advantage of 
present favorable market positions to re- 
fund through the medium of the one hun- 
dred-year debentures used by many of the 
Electric Bond and Share group. Taken as 
a separate company the National Power & 
Light set-up shows a very high ratio of 
earnings to fixed charges. These earn- 
ings available for charges for the twelve 
months ended May 31, 1926, aggregated 
8.7 times interest requirements on these 
debentures which constitute its sole funded 
debt, which, of course, is a very high 
ratio. If, however, the system be taken 
as a whole and the fixed charges and divi- 
dends of subsidiaries be included, total 
charges are earned less than twice. We 
believe that some of the bonds discussed 
in our recent article entitled “Attractive 
Utility Debentures” offer several slightly 
more attractive opportunities for invest- 
ment, but nevertheless we feel that these 
bonds, with junior equity representing a 
present market value of more than $60,- 
000,000, are by no means overpriced and 
with seasoning will be a desirable holding. 


Industrials 
$1,500,000—GENERAL AMERICAN’ T ANK 
Car CorpPoraATION Equipment Trust 
414’s, Series 16, due 1928-1936, to 
yield 4.80-5 per cent, according to 
maturity. 


As far as the physical security is con- 
cerned, these certificates are in substantially 
the same position as the average railroad 
equipment, the difference being that they do 
uot carry the guarantee of a carrier. This 
series is secured upon 643 new tank cars 
and refrigers‘or cars, valued at $2,418,000 
so that the ratio paid in cash is larger than 
average. General American Tank Car has 
always earned charges on its equipments 
by a very substantial margin, the five-yeat 
average being a ratio of 3.83 times such 
charges, while those for the year 1925 ag- 
gregated over four times. These certifi- 
cates are an investment of the highest 
grade and we do not hesitate to recom- 
mend them for investment purposes for 
those demanding an investment of this 
calibre. 


$3,000,000—Bupp Reaury CorporaATION 
First and Refunding 6’s 1941 at 9 
to yield 6.10 per cent. 


The Edward G. Budd Manufacturing 


Company, of whom Budd Realty Corpora- 
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tion is a subsidiary, has been undergoing 
a marked expansion, which has involved 
the creation of a fairly sizable funded debt 
through the creation of several subsidiaries, 
including the Budd Realty Corporation and 
the Budd Realty Company, under whose 
names various bond issues have been sold 
secured upon properties leased to the 
parent company. This particular issue is 
secured by direct first mortgage on the 
Philadelphia property and on certain real 
estate and plants under construction in 
Detroit, as well as by a junior mortgage 
on certain other properties of the Nealty 
Corporation. In addition the lease to the 
parent company is pledged under the mort- 
gage. The bonds are outstanding to the 
amount of about 70 per cent of the invest- 
ment, which is a rather liberal ratio for a 
property of this type, while the earnings of 
the lessee have averaged slightly more than 
2.29 total interest in sinking fund require- 
ments. This is not an impressive ratio 
for an industrial dependent upon the auto- 
motive industry, and it will require some 
seasoning before the bonds will qualify, 
strictly speaking, as a high-grade invest- 
ment. Under present conditions, however, 
they are reasonably well secured. 


$5,000,000—CompANIA CUBANA three-year 
guaranteed 6’s, 1929, at 100 to yield 
6 per cent, 


Compania Cubana is the sugar produc- 
ing subsidiary of the Cuba Company op- 
erating two mills with a combined capacity 
in excess of one million bags. These 
properties are recognized among the best 
on the island, and under normal conditions 
have been a source of substantial profits. 
Under present conditions in the industry, 
this property has not been able to ‘do much 
better than to pay expenses but with the 
return to more normal conditions should 
be able to cover charges by a wide mar- 
gin. Under present conditions the security 
rests primarily upon the guarantee by the 
Cuba Co., whose assets and earnings im- 
part a very substantial element of security 
to these notes. We have not been advo- 
cating the purchase of short-term bonds 
with the present outlook for the security 
market but for those whose purposes re- 
quire a holding of this type these should 
constitute a satisfactory medium for in- 
vestment. 


$1,500,000—A MALGAMATED PHOSPHATE 
Company first 6’s, 1936, to yield 
6.27 per cent. 

Amalgamated Phosphate Co. is a sub- 
sidiary of American Cyanamid, being 100 
per cent owned by the latter. The parent 
concern has contracted to purchase from 
the subsidiary its output upon such terms 
and prices as will assure the Phosphate 
Co. income adequate to cover all expenses 
and charges, together with sinking fund 
sufficient to retire the entire issue by 
Maturity. In addition to the first mort- 
Sage, the security from this contract con- 
stitutes a very substantial element of pro- 
tection, as American Cyanamid has been 
coming ahead very rapidly and is in very 
strong financial position with no funded 
debt, and a valuation as represented by the 
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market value of its combined preferred 
and common stock issues of over fifteen 
million dollars. We believe these bonds 
qualify as a satisfactory medium grade in- 
vestment. 
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Florida Bank Situation 


EPLYING to a recent short article 

on the “Florida Bank Situation,” Mr. 
Ernest Amos, comptroller of the State of 
Florida, presents his views in the follow- 
ing letter: 


“There has been called to my attention 
an article in a recent issue of your pub- 
lication under the particular caption of 
‘Florida Bank Situation,’ which, in my 
humble opinion, does a grave injustice to 
the banks of Florida, 


“This article states that the small Florida 
banks which failed recently were an out- 
growth of the ‘boom,’ and intimates that 
these banks were organized as a result of 
the Florida boom in real estate and that 
they became the victims of inflated real 
estate values. 


“The recent bank suspensions in Florida 
were almost wholly confined to members 
of a chain or system of banks having a 
parent organization in Atlanta, Georgia. 
This system of banks had something more 
than one hundred banks in Georgia and 
about fifty in Florida belonging to the 
‘System,’ as well as a few in other states 
reaching as far north as New Jersey and 
New York. This ‘System’ had, among 
other features, a plan of ‘call money,’ as 
well as a plan of financing through the 
parent organization, 


“The Florida banks that were members 
of this ‘System,’ along with other Florida 
banks, had considerable surplus funds dur- 
ing the so-called ‘boom’ and instead of 
placing these funds out on real estate paper 
the funds were placed on call or in tem- 
porary investment recommended to them 
by the parent institution. The Florida 
members of this ‘System’ had been able 
for from twelve to fifteen years past to 
call for their money placed with and 
through the ‘System’ at any time it was 
needed and to get it on call. This spring, 
when the seasonal decline in deposits be- 
gan, the member banks of the ‘System’ 
discovered that the call money would not 
be forthcoming as usual and immediate in- 
vestigation disclosed the fact that this call 
money had been very largely placed with 
banks in Georgia, which banks expected 
to retain it through the summer and who 
were not able to respond as promptly as 
the money was needed. They also dis- 
covered that many of the loans in which 
they had participated through the ‘Sys- 


tem’ were ‘frozen’ loans and that the 
parent organization was not financially 
sound, 


“When this became diate: to the 
Florida member banks every possible ef- 
fort was made to expedite the liquidation 
of these particular assets, but each and 
every development only brought home to 
them the fact that the assets placed through 
the ‘System,’ including call money, were 
badly ‘frozen’ ard would not be available 
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6% 
Guaranteed Stock 


of railroad forming part of 


Illinois Central 
System 


An investment in the stock of The 
Alabama and Vicksburg Ry. Co. 
receives regular dividends at the 
rate of 6% per annum and has be- 
hind it not only the earning power 
of an important portion of the 
strategically valuable “Vicksburg 
Route”—now an integral part of the 
Illinois Central System—but also the 
guaranty of the [Illinois Central 
R. R. Co. that the lease rentals cov- 
ering these dividends will be regular- 
ly paid. 

We offer, subject to prior sale, a 
limited amount of this guaranteed 
stock at the market 


To yield about 5.20% 
Write for Circular No. 1723 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
PROVIDENCE PHILADELPHIA 


Members New York and Chicago 
Stock . Exchanges 


























OUR WEEKLY 
MARKET LETTER 


Deals with both basic and 
technical market  condi- 
tions. It will be mailed 
you upon request. 


Ask for 94-5 


McCLAVE & CO. 


N. Y. Stock Exchange 
Members )N. Y. Cotton Exchange 


67 Exchange Place New York City 
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In Bulletin 2634 


We Discuss 


—the speculative outlook for 
the Rails as compared to the 
Industrials. 


We State 


—three outstanding develop- 
ments and their probable effects 
on these stocks. 


We List | 


—five railroad issues that are in 
a strong technical position and 
which we recommend for pur- 
chase now at given prices. 
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to meet their needs, which had then become 
pressing and immediate. Outside finan- 
cial circles having learned of the predica- 
ment of this ‘System’ were, of course, not 
disposed to lend the ‘System,’ and then 
came the crash of the ‘System,’ including 
something near one hundred small banks 
in Georgia and about thirty-five in Florida. 
The Florida banks are writing off out of 
their assets the call money and loans due 
by the ‘System’ banks, and are working 
out reopening plans. Several have re- 
opened and a number of others are ex- 
pected to reopen soon. 


“The above is a brief but accurate sum- 
ming up of the situation. You will see 
that it did not have its inception in real 
estate inflation and that banks outside of 
the members of the ‘System’ were not af- 
fected. Among the banks suspended were 
some that had been in operation for a 
long while and were not newly organized 
institutions as a result of the ‘boom,’ as 
intimated in your article. 


“The large majority of the Florida banks 
were not members of this ‘System’ re- 
ferred to and met the large decrease in 
deposits following the deflation successfully 
and with great credit to themselves as 
bankers. 


“Believing that you do not wish to con- 
vey wrong impressions I am giving you 
the above in the hope that you will correct 
what, to my mind, is undoubtedly an er- 
roneous impression. I feel that I should 
make this statement to you as this office is 
charged with the supervision of state banks 
in Florida.” 








Speculative Preferreds 
(Concluded from page 295) 
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timate that net for the full half year wil! 
approximate $584,000, or the equivalent of 
about $8.50 per share of preferred. In 
view of the decline in building activity 
over the remainder of the year we would 
expect a substantially lower net for the 
second half. This decline in construction 
is not entirely seasonal, but a definite 
downward trend appears to’ be in sight. 
If this decline becomes an actuality, as 
now appears probable, it is reasonable to 
expect lower profits for some time to come, 
with a resultant lowered share earnings 
and lessened margin of safety over divi- 
dend requirements. 


Consideration of the factors above set 
forth will rightly lead the careful investor 
to the conclusion that Universal Pipe & 
Radiator preferred is at present in an 
unattractive position. 


It is sometimes difficult for an investor 
to decide to dispose of a stock of this sort 
because of the high yield afforded. Al- 
though it appears probable that dividends 
will be continued for the next year or so, 
the shares must be regarded as being in 
an extremely uncertain position from the 
point of view of a permanent investment. 

The decision to sell becomes easier when 
an issue is presented which is similarly 


priced, has approximately the same yield 
and has the advantage of a better defined 
outlook. The preferred shares of National 
Cloak & Suit fall in this category. Uni- 
versal Pipe & Radiator 7 per cent pre- 
ferred is currently quoted at 71 to yield 
9.88 per cent as compared with National 
Cloak & Suit 7 per cent preferred selling 
at 73 and affording a yield of 9.59 per cent, 
National Cloak & Suit Company former- 
ly confined its activity to that of selling 
men’s, women’s and children’s apparel by 
mail direct to the consumer. In common 
with other of the mail order houses the 
company incurred substantial deficits in 
the years 1920-21, but operations in 1922 
resulted in earnings of $42.84 per share of 
preferred stock. Since that year share 
earnings have shown a decline. This de- 
cline, however, was largely due to a num- 
ber of unprofitable lines, which have re- 
cently been discontinued. In addition to 
the elimination of these loss incurring 
items, the company has now branched out 
into a general mail order business, not 
confining itself to wearing apparel, but 
also general merchandise and furniture. 
It is probable that this expansion will 
have an immediate beneficial effect upon 
earnings. The company has built up a 
satisfied clientele of clothing purchasers, 
These customers are thoroughly familiar 
with National Cloak & Suit’s policies and 
quality, and will be more inclined to buy 
the company’s new offerings than they 
would if the same goods were presented by 
a new and unfamiliar concern. This fact 
lends justification to National Cloak & 
Suit’s good-will valuation of $12,000,000. 


More Favorable Earnings 

In the past ten years the company has 
shown substantial earnings with the ex- 
ception of 1920-21, in which years losses 
were incurred largely because of inventory 
deflation and its resulting writeoffs. In 
the two full years of Universal Pipe & 
Radiator Company’s existence that con- 
cern has earned a total of $15.14 per share 
of preferred stock and has paid out $14 
per share in dividends. In the same period 
National Cloak & Suit has earned $38.55 
on its preferred and paid out $14. As of 
December 31, 1925, the balance sheet 
showed a current ratio of 1:4.6 with net 
working capital of $7,496,394, all of which 
has been built up from earnings and not 
as a result of stock financing. 

As has already been pointed out, share 
earnings have been declining since 1922. 
As a result of the elimination of certain 
unprofitable items and the addition of other 
lines of merchandise it is expected that the 
corner has been reached and turned, and 
higher earnings are looked for for the re- 
mainder of the year. 

A consideration of past earnings and 
future prospects of Universal Pipe & 
Radiator and National Cloak & Suit can- 
not but lead to the conclusion that the 
preferred stock of the latter company is 
in the more desirable position, and that a 
transfer to that stock from Universal Pipe 
& Radiator preferred would put the in- 
vestor on a much more satisfactory basis. 
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A Profitable Transfer 
(Concluded from page 299) 




















plicable to the 200,000 no par class A com- 
mon stock amounted to $1,459,340, or only 
$7.30 per share. The company’s property 
account, which is carried on the books at 
$814,569, is represented by a six-story con- 
crete building in Long Island City, New 
York. The company leases space in an 
adjoining building and for the purpose of 
ultimate expansion has purchased 21 lots 
of land situated close to the factory. 
Neither of the company’s subsidiaries owns 
a plant or factory but leases or rents space 
sufficient for operating needs. The com- 
pany showed a sharp improvement in cash 
position for the first six months, which 
amounted to $1,803,566, as against $656,374 
at the same time last year. The company 
has no funded debt and the capitalization 
consists of 200,000 shares of no par class 
A stock and 200,000 shares of class B, 
which is a closely held issue. The class A 
stock is preferred as to cumulative divi- 
dends at the rate of $3.60 a share per an- 
num after which the class B is entitled to 
anon cumulative dividend of $1 a share. 
Any further distribution is on the basis 
of one-third for the class A and two- 
thirds for the class B. In the event of 
dissolution the assets of the company are 
distributable in even amounts to the two 
classes of stock. The A stock is a non 
voting issue except in the case of default 
of four consecutive dividends or six quart- 
erly payments, whether or not successive, 
and until the default is made good has 
a right to elect a full minority of the 
board of directors and share the voting 
rights of the B stock except to vote to 
change the certificate of incorporation. 
Dividends of the prescribed rates are be- 
ing paid on the two classes of stock, but 
despite the improvement shown in earn- 
ings for the first six months the outlook 
does not lend encouragement to improve- 
ment in this rate, 


The Stockholder’s Position 


What is the stockholder’s position? Is 
he to continue holding an issue where the 
earning outlook is beclouded in preference 
to obtaining a more secure position in se- 
curities where the earnings applicable to 
them give clear indication of improvement 
and with continued improvement in pros- 
pect? The favorable situation presented 
by the railroad shares is indelibly written 
i the car loading and earning reports is- 
sued regularly by the transportation com- 
panies. While the market has made at- 
tempts to reflect these conditions in market 
Prices the full strength of the movement 
is yet to be demonstrated. With Moto 
Meter selling for $41 a share there are 
sufficient opportunities offered in the rail 
Stoup at around the same levels to en- 
Courage a transfer to that group. Kansas 
Cty Southern, which was thoroughly an- 
alyzed in the August 7 issue of THE 
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FINANCIAL Wortp, at present levels of 
$44 a share is a situation that holds prom- 
ising possibilities. With conditions in the 
Southwest favorable to a sharp gain in net 
during the coming months and the market 
price reflecting only the generally unsat- 
isfactory earnings of the first six months 
the situation by comparison is reversed 
with the good things ahead rather than in 
the past records. Kansas City Southern 
should be able to show between $7 and $8 
a share on the common stock in 1926. This 
is entirely outside of consideration of its 
position relative to mergers. Kansas City 
Southern, however, owns 350,000 shares 
of M. K. & T. common or more than the 
number of shares of its own common out- 
standing, which, with indicated earnings 
for Katy of about $7 a share this year, 
would mean around $8 a share additional, 
bringing the net for the road close to $16 
a share. Quite a contrast when compared 
with the outlook in Moto Meter. Kansas 
City Southern is taken as an outstanding 
example, but it is not to say that there are 
other opportunities lacking in the rail 
group. Such stocks as Gulf, Mobile & 
Northern and Missouri Pacific common 
have plenty of room for improvement in 
appreciating the values behind the stocks. 
There appears an excellent opportunity at 
prevailing prices to strengthen a position 
in Moto Meter and many other of the 
motor accessory stocks in which improved 
devices will take a toll in decreased prof- 
its and with the second half of the year 
none too promising in the trade despite 
these developments. A transfer on this 
premise is recommended. 








$10,000 Speculation 
(Concluded from page 294) 




















ter for detailed analyses in these columns. 
Among the rails which have been favor- 
ably discussed are Missouri-Pacific, Mis- 


souri, Kansas & Texas, Kansas City 
Southern, Chicago Great Western pre- 
ferred, Gulf, Mobile & Northern and 
Wabash, 


Although some of the industrial issues 
which are included have been recently rec- 
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have subsequently enjoyed a_ substantial 
appreciation in market price, they still ap- 
pear to possess favorable long-pull possi- 
bilities. Two of the more recent examples 
in this category are R. Hoe & Company 
Class A stock and National Enameling & 
Stamping. Although the immediate mar- 
ket possibilities of these two stocks appears 
to have been discounted, a continuation of 
the improvements in earnings being shown 
at present will justify price levels sub- 
stantially higher than those which now 
prevail. 


For the speculative-investor willing to 
hold for a number of years a diversified 
purchase it presents favorable profit prob- 
abilities. 








ANOTHER 
BIG BREAK 
COMING? 


Last winter, sensing the widespread distribu- 
tion in the stock market, the American Institute 
of Finance warned its clients of the impending 
collapse and advised ‘‘short_ sales,” whic 
brought average profits, during the severe decline 
of March, 1926, of over 50% on the capital used. 

Since then, recovery has been quite complete. 
Purchase recommendations, given in April and 
May, have developed substantial profits. 


WHAT NOW? 


With the stock market again at the high levels 
of last winter, with the volume of transactions. 
once more around 2,000,000 shares daily, is- 
similar widespread distribution again in evidence? 
Is another collapse, similar to that of March, 
immediately ahead? 

The present stock market situation is analyzed 
thoroughly, specific recommendations given to 
take advantage of conditions ahead, in our latest 
analysis, recently off the press. 


A few copies are available now FREE. 
Simply ask for FWS-4 
AMERICAN INSTITUTE OF FINANCE 
141 Milk Street Boston, Mass. 


































do their washing the 
easy (‘ectrical way, 





In one of the 278 
typically progress- 
ive communities 
served by this 
Company a sur- 
vey of the General 
Federation of 
Women’s Clubs 
showed that 90% 
of all the homes 
have electric 
washers. 


The progressiveness of 
the territory served by 
this Company is 
reflected in constantly, 
Incredsing revenues.’ 


PUBLIC SERVICE} 


COMPANY _ | 
OF NORTHERN ILLINOIS 
General Offices: 
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PREFERRED STOCKS 
of 


Electric Light 


and Power | 
Companies 


Dividends free from 
Normal Federal Income Tax 





Our current list of offerings 
includes several carefully 
selected issues in this group. 
| The yields range from 6.65% 
| to 6.80%. 


A copy of this list 
upon 


Me DONNELL & (0. 


120 BROADWAY 


NEW YORK 
| Members New York Stock Exchange 


will be furnished request. 
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SOUND BONDS 


Yielding 6% to 614% 
Send for Booklet “F” 
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INCOR PORATED 
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115 Broadway 
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A 
Bull Market 
In the Rails — 
a 
Bear Market e 
In the Industrials 


Is that a likelihood? 


History shows that the re- 
verse has been true. 


From 1914 to 1919 was a great bull 
cycle. Industrials advanced on the 
average 65 points. But in the same 
period the railroads declined more than 
10 points. 

Two different sets of factors are now 
governing the rails and industrials. The 
factors of 1914 to 1919 have been re- 
versed. Will the rails remain stationary 
while industrials decline, will industrials 
remain stationary while rails advance, 
or will we have side by side a big bear 
market in the industrials and a big 
bull market in the rails? 


One of the most important analyses © 
ever issued by McNeel’s Financial Ser- 
vice is contained in its latest Bulletins. 


A request will bring it free. 
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Insurance Stocks 


(Continued from page 297) 




















this factor is responsible for the growth 
and success of these enterprises. Further, 
the value of the actual working machinery, 
the agencies and the field forces, and the 
connections of the companies, does not ap- 
pear in the companies’ statements. Ney- 
ertheless, these are also assets of substan- 
tial value. 


A wide diversification of risks has been 
secured by the old and successful insur- 
ance companies by establishing agencies 
and writing insurance throughout the en- 
tire country. Thus their assets have stead- 
ily grown, and their risks 
well distributed that they can accommo- 
date, with facility and conservatism, the 
increased demands for insurance resulting 
trom the intensive development and ex- 
pansion of the country. Conflagration 
risks are materially reduced; and reinsur- 
ance is another method the companies em- 
ploy to reduce their own liabilities. 


have been so 


Although insurance companies are some- 
what affected by economic conditions, as is 
to be expected, they are not subject to 
severe losses as a result of panics and 
depression, as is true of most industries. 
Consequently, insurance stocks are less 
subject to market fluctuations than most 
classes of investments. As a group, in- 
surance stocks represent one of the most 
seasoned and conservative forms of invest-. 
ment obtainable. They enjoy the most de- 
sirable features of successful investment 
trusts, and at the same time, they have the 
added advantage of the unearned prem- 
iums fund without cost. Further, the 
capital stock enjoys the entire equity in 
earnings, since it comprises the sole se- 
curity issue of the company. 


High Grade Investments 


Approximately 90 per cent of an insur- 
ance company’s total assets are invested in 
high-grade securities. These investments 
are carefully restricted, and the substantial 
appreciation in the value of these securi- 
ties, has, of course, been reflected in the 
market values of the stocks. Because the 
long-range trend of the cost of capital is 
now downward, and promises to continue 
so in the future, a corresponding price- 
appreciation in gilt-edged securities will, in 
all probability, also continue. 


While insurance stocks are particularly 
well suited for the conservative investor, 
at the same time they are attractive from 
the viewpoint of yield and appreciation in 
value over a period of time. Like bank 
stocks, which, incidentally, are a class of 
securities closely akin, the current yield on 
insurance stocks is low, yet over a period 
of years they have rewarded the holder 
liberally in the way of cash and stock 
dividends and rights, and in a steady en- 
hancement of market value over a period 
of time. 


The dividends, although generous, have 


at the same time been conservative, with 
the result that there has been a steady 
compounding of earning power which, in 
turn, is reflected in the growth of surplus, 
The expansion of the surplus of an insur- 
ance company means an increase in the 
liquidating value of the shares from year 
to year, The excess of income from in. 
vestments over dividends, together with 
the appreciation in value of the securities 
held, has been the direct cause of the sub- 
stantial gain in surplus. The result is 
generous distribution to shareholders. As 
in the case of bank stocks, insurance shares 
offer an attractive promise of a consist- 
ent growth in value, and of larger dis- 
bursements. Hence, they should be bought 
on that basis rather than on a yield basis, 


Arriving at Values 

It is natural to expect some insurance 
stocks to be more attractive than others, 
How, therefore, may we determine the 
cause of this difference? A study of the 
basic analytical factors clearly explains 
the disparity. The most important single 
factor by which to judge the actual value 
and relative attractiveness of this class of 
security is the “liquidating value,” which 
means the same thing to an insurance 
stockholder as the term “book-value” does 
to the bank stockholder. The liquidating 
value, as its name implies, indicates just 
how much the shareholder would realize if 
the business were liquidated. This figure 
is determined by adding the paid-in capital, 
the surplus and 40 per cent of the un- 
earned premiums, and dividing the sum 
by the number of shares outstanding. As 
may be evident, this value is conservative 
because considerably more than 40 per cent 
of the unearned premiums would probably 
be realized, through reinsurance, if a com- 
pany were to liquidate. Insurance experts 
believe that the liquidating value should 
be at least three times the par value of 
the stock, and that the market price of the 
stock must not be too high in comparison 
with liquidating value. At the end of 
1925, the average liquidating value for 59 
prominent insurance companies amounted 
to 89 per cent of the market price, which 
ratio may be considered satisfactory. 

In addition to the actual value of the 
stock, the actual earning power of the 
company must be studied. This is best 
indicated by the following ratios: (1) per- 
centage earned on total assets, (2) earn- 
ings per share, and (3) percentage earned 
on market price. The average ratios in 
1925 for the 59 companies mentioned above 
were, respectively: 7.38 per cent, $31.28, 
and 5.94 per cent. 


Those averages form a satisfactory basis 
of comparison. Likewise, the increase in 
liquidating value may be compared, as may 
the dividend policy of the company. In 
1925, the “average” insurance company 
paid out 64 per cent of its income in divi- 
dends, the remainder finding its way to 
surplus, so that the “average” liquidating 
value increased 12 points last year, from 
246 to 258. 

The growth of a company is, of course, 
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indicated by the yearly increase in total 
assets and in surplus, but the investor 
should discover the financial strength of 
the company before he purchases the stock. 


- Here the following ratios are useful; sur- 


plus should be at least twice capital; earn- 
ings should indicate a consistently upward 
trend; income from investments should be 
at least one and one-half times dividend 
requirements ; net premiums should not be 
substantially more than capital and sur- 
plus. The company should have at least 
$5 of capital to $1 of assets, and 
total assets to market price should bear 
a minimum ratio of $1.35 to $1. Losses 
to premiums written should not be more 
than 50-55 per cent and the “expenses to 
premiums written” ratio should not be 
greater than 45 per cent. 

With the above factors in mind, the in- 
vestor should not find it difficult to choose 
an insurance stock well worth holding as 
a more or less permanent investment. Un- 
like bank stocks, they are not a class of 
“sich men’s stocks,” although held by many 
shrewd wealthy investors. While it is true 
that almost all of them sell at prices sev- 
eral times their par values, many have a 
par of less than $100—some $50, others 
$25, and in some cases as low as $5 or 
$10—so that many desirable stocks may 
be purchased at a price under $100. 

Contrary to general belief insurance 
stocks cenioy an active market. While a 
few are listed on the various security ex- 
changes—such as the Continental on the 
New York Stock Exchange—the majority 
of insurance stocks have a brisk over-the- 
counter market, particularly in New York. 
A number of investment houses in the 
financial district specialize almost exclu- 
sively in this class of investment, and there 
is an excellent market for these shares at 
all times, 

While it is hardly advisable for an in- 
vestor to place all, or even a substantial 
portion of his funds in insurance stocks, 
yet it does appear that some carefully 
selected stocks of this class may well be 
included on a well-diversified list of in- 
vestments, 
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Colonel Ayres Cheerful 


MONG the cheer radiators Colonel 

Ayres, of the Cleveland’ Trust Co., 
stands out very prominently, for he pre- 
dicts 1926 will break quite a number of 
records. He expects new high peaks to 
be reached in car loadings, motor produc- 
tion, building construction, bank clearings 
and electric power consumption—all of 
which, if this prophecy is fulfilled, and it 
should be, means that the balance of the 
year will produce excellent results. 
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Offers Gambling Chips 


N a long worded telegram, George 

Graham Rice urged the holders of Mack 
Truck, Kennecott and other coppers to 
switch from them into Idaho Copper. 
Such advice is true to the name he em- 
Ploys of the Iconoclast, smashing the good 
things and replacing them with gambling 
chips, and they of a type to be expected 
from a crooked gambler, marked. 
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bus service Brooklyn City, at $7 a share, 
has possibilities as a low-priced specula- 
tion which at the same time returns an 
attractive yield. 


Another stock which offers food for 
speculative thought is that of Mengel 
Company. The company manufactures 
high-grade wood and boxboard shipping 
boxes used largely for the packing of 
cigars, tobacco, cereals and other like prod- 
ucts. An affiliated company the Mengel 
Body Company makes automobile bodies. 
The company was originally incorporated 
in 1899, but changed to its present name in 
1920. The company has funded debt of 
$4,200,000 of 7 per cent gold bonds out- 
standing, $200,000 of which have been 
called for payment September 1. The out- 
standing stock consists of 33,603 shares of 
7 per cent cumulative preferred and 60,000 
shares of common of $100 par value. The 
common stock is currently quoted at $36 a 
share, which, with earnings of $5.12 a 
share credited to it in the first half of 
1926, makes the stock appear undervalued 
with better than 14 per cent of its market 
price earned in six months. In the same 
period of 1925, $4.80 a share was earned 
on the stock. Earnings for the full year 
of 1925 were $5.73 a share on the common 
stock. The company was in strong finan- 
cial condition at the close of 1925, with 
net tangible assets, excluding good will of 
$1, of $7,979,908, applicable to the 60,000 
shares of common or $133 a share. Net 
working capital amounted to $5,275,224 at 
that time. Unfilled orders of the company 
as of July 1, 1926, amounted to $1,728,000, 
and while it is not expected that the earn- 
ings in the second half of the year will 
approximate those of the first six months, 
they should, however, add to the amount 
already shown which the stock at $36 a 
share does not appear to be discounting. 
No dividends are being paid on the com- 
mon stock at the present time nor have 
any been paid since 1920. Previous to that 
time the company had generously rewarded 
its stockholders with liberal payments. The 
preferred stock, of which over one-half is 
owned by the American Tobacco Company. 
has a clean slate, with arrears on divi- 
dends being cleared up in full in May, 
1924. The possibility of dividends on the 
common with the earning outlook showing 
improvement may not be a matter of im- 
mediate consideration, but therein lies the 
speculative chances of the stock. 

It does not appear necessary to go to 
the extremes in search of speculative se- 
curities on the Curb. There are many 
old-established companies whose securi- 
ties are listed there and from which suf- 
ficient records of earnings are available 
upon which to base intelligent speculation 
with values as a foundation. Buy values, 
not hopes and expectations, There is less 
reason for regrets in adopting this policy. 





Specializing 
In Odd Lots 


HILE this. or- 

ganization does 
not limit its business 
to the buying and 
selling of ‘‘Odd Lots” 
we have special fa- 
cilities for trading in 
less than 100 share 
lots, and a large, ex- 
perienced organiza- 
tion, capable of ren- 
dering efficient, per- 
sonal service to the 
small trader. 


Send for Booklet K8 
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Branches from Battery to Bronx 





























We Specialize in 


INSURANCE 
STOCKS 


and shall be glad to 
furnish information 
and quotations on the 
stocks of Insurance 
Companies. 


Inquiries Invitied 


MOYSE & HOLMES 


Members New York Stock Evchange 
Members New York Cotton Exchange 
Members Chicago Board of Trade 


100 Broadway 
Rector 1892 





Carlton House 
47th St. & Mad. Ave. 
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will *purchase 
ship in 


participating 
twenty-four 


owner- 
seasoned and 
dividend-paying railroads, public 
utilities, industrials and Standard 
Oils including 


New York Central 
Am. Telephone & Telegraph 
United States Steel 
Standard Oil of New Jersey 


Secured by deposit 
Phenix National 
Company, Trustee. 


with Chatham 
Bank and Trust 


Average yield over 
six year period 
about 8% 








Send for Circular F.W.4 





THROCKMORTON & CO. 
100 Broadway New York 


Telephone Rector 1060 
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STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y. Tel. Rector 2100 





























MERCHANTS & 
MANUFACTURERS 
SECURITIES COMPANY 


Prior Preferred 
and 


Participating Preferred 
Stocks 


Circular on request 


Bauer, Pond & Vivian 


MEMBERS NEW YORK STOCK EXCHANGE 


40 EXCHANGE PLACE —— NEW YORK 
TELEPHONE « HANOVER 4335 
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Buy “Shares ? f # 

in America” ?: The Rail Bull Market :: 

HA (Concluded from page 293) zi 

(or multiples thereof) Missouri Pacific, Kansas City Southern, 


M., K. & T., Texas & Pacific, Colorado 
& Southern and St. Louis Southwestern 
present very attractive possibilities. 
like Chicago Great Western preferred, 
Gulf, Mobile & Northern common, and 
Norfolk Southern might also participate 
further in such a market. 


Issues 


In summing up, the important facts to 
bear in mind are that the rise thus far in 
the rails has not kept pace with the rise 
in the all-important net that 
there is a great quantity of speculative 
ammunition in the rails, that they are rap- 
idly gaining in market popularity, and that 
the floating supply is small. 


earnings, 


Not only has 
the rise in price not been in line with the 
rise in net but we have very clearly de- 
fined probabilities that the rise in net will 
continue during the coming months. There 
is every fundamental and deductive reason 
for continuing to give first place to the 
rails, 








$11,650-a-Minute 
(Concluded from page 302) 














which are prominent among the pioneers 
and constructive influences which have been 
responsible in no small measure for the 
growth of the utilities of the country, I 
might mention Byllesby, Henry L. Doherty, 
Howe, Snow & Bertles, Pychon, 
Stuart, Blythe Witter & Co., Stone & Web- 
ster, Allyn & Company, Dominick & 
Dominick, Harris, Forbes & Co., P. W. 
3rooks & Co., J. G. White & Co., Bond & 
Goodwin, A. E. Fitkin, Binbright, W. B. 
Foshay, Hodenpyl, Hardy & Co., Langley 
& Co., and Electric Bond and Share. 

I have not attempted to include all of 
the banking houses which have been closely 
identified with the public utility industry. 
Space will not permit. All of the houses 
named were prominently identified with 
utility financing during the first seven 
months of this year. 


Halsey, 


* * * 


T is rather a curious commentary that 
if new capital issues by the steam rail- 
roads of the country during the first seven 
months of this year amounted to almost 
one-sixth the amount of public utility is- 
sues, 


There was not a dollar of railroad stocks 
sold in the period under review. In con- 
trast, public utility stock offerings amounted 
to in excess of 372 million dollars. On the 
other hand, the railroads sold $6,500,000 in 
short-term notes and bonds, as compared 
with almost eight times that amount by 
the utilities. 


In the past five years, the steam rail- 
roads have issued less than twenty-nine 
million dollars in stocks, using again only 
the figures for the seven-month periods of 





each year. In the not far distant future, 
the carriers are going to engage in stock 
financing, probably in considerable amount, 
Railroads today are more concerned about 
the maintenance of well-balanced corporate 
structurés than in the days of Jay Gould 
and men of his type. 


In the financing of the first seven months 
of the current year, I find that, among the 
bankers who underwrote the offerings, were 
houses long identified with railroad devel- 
opment and progress, such as Kuhn, Loeb 
& Co., Ladenburg, Thalman, Kissel, Kin- 
nicutt & Co., Roosevelt & Son, Dillon, 
Read & Co., and J. P. Morgan & Co. 


oe 2 


OREIGN government financing in the 

first seven months of the current year 
was fairly large, being in amount $200,- 
619,000. That figure was substantially be- 
low that reported for the corresponding 
period of last year. 


Municipal financing absorbed more than 
788 million dollars, which total was below 


that reported for the similar period of 
1925. 


Among the banking institutions active in 
foreign government financing were J. P. 
Morgan & Company, Guaranty and Equit- 
able Trust, Blythe, Witter & Co., White, 
Weld & Co., Cullen & Drew, Harris Forbes 
& Co., and Edmund Seymour & Co. 


Among the outstanding foreign issues 
offered were those of the Fiat Motor Co., 
of Italy, the Gatineau Power Company, the 
Toho Electric Company, State of Bavaria 
and Government of Peru. 


* * * 


IL industry financing absorbed in ex- 

cess of 102 million dollars of new 
capital in the first seven months of the 
current year, and industrial and manufac- 
turing enterprises took $112,227,392. The 
financing in the case of the oil industry 
was more than four times the amount for 
the same period of last year, while the in- 
dustrial and manufacturing underwriting 
was below the record for the similar pe- 
riod in 1925. 


Farm loans during the period amounted 
to $80,300,000, which amount was very 
substantially below that recorded for the 
first seven months of last year. 


‘The figures presented in this article, if 
they serve no other purpose, at least tend 
to impress one with the fact that the re- 
serves of liquid capital in this country are 
tremendous and much greater than have 
been available ever before. They are the 
indicia of the stupendous strides which the 
nation has taken, and also of the magni- 
tude of progress attainable through a com- 
bination of thrift, enterprise and fortunate 
conditions. 


And it must be said, to the credit of 
the legitimate investment bankers of the 
country, that they have lent their aid con- 
structively to the end that the resources 
and enterprise of the country might have 
their proper development. All of which 
comes back to each individual who is ef- 
riched thereby. 
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280,000 Shares Common Stock 


Erie Steam Shovel Company 


TAX FREE IN PENNSYLVANIA 


Capitalization 
Authorized Issued 
7% Cum. Convertible Pid. ($100 par)...............-.2---.-0.----- iloiahidititisnindiniotes $3,000,000 $3,000,000 
Common stock ($5 par value) (this issue) ........................................... 510,000 shs. 400,000 shs. 


Convertible Preferred stock: 7% cumulative dividend; callable at 110; sinking fund to retire $90,000 
par value per annum; convertible at par for Preferred into Common at $32 per share for first $1,000,000 
offered for conversion; at $36 for second $1,000,000 offered; and at MO for third $1,000,000 offered. 





We summarise from the letter of Mr. F. B. McBrier, President of the Company, as follows: 


History and Business 


The Erie Steam Shovel Company of Pennsylvania, incorporated in 1883 as the Ball Engine Company, manufac- 
tured steam engines until 1913 when development of a steam shovel was commenced, volume production being 
reached in 1915. During the past year a gasolene-compressed air shovel has been developed under basic patents, 
placing the company in a favorable position in this field. Through concentrating on the few sizes for which 
there is the largest potential market, the company has become the leading factor in its field, selling about 50% 
of all power shovels of one cubic yard or less capacity used in the United States. The growing shortage of 
unskilled labor has increased the demand for steam and gasolene shovels and new uses for them are constantly 
being developed. Present plant, located at Erie, Pa., covers approximately seven acres and is capable of increas- 
ing production 35% without any substantial increase in facilities. 


Earnings 


For over twenty years the company has never failed to show a profit, and for the fiscal years ending June 30, 
1921 and 1922, covering the last business depression, net earnings after taxes were $790, 346 and $1,056,194 re- 
spectively. Earnings for the last four vears after eliminating income from investments recently sold, as deter- 
mined by Messrs. Ernst & Ernst, have been as follows: 


Year Ending June 30th 1926 1925 1924 1923 
Net from operations after depreciation exclusive of 
investment income but before Federal Taxes....... $2,077,107 $1,893,377 $2,059,872 $2,457,688 
Net adjusted to increased depreciation on the basis of 
appraised value, and after Federal Taxes at pres- 


GR Roni eR TRE Eine 1,763,312 1,603,294 1,744,240 2,089,709 
Per share common after 7% preferred dividend........ $3.88 $3.48 $3.83 $4.69 


During the past two years, the entire development expense of the new gasolene-compressed air shovel has been 
absorbed. For the quarter ending June 30, 1926, volume showed a substantial increase over the same period a 
year ago and July was 66% ahead of last year. More orders for the new gasolene machine are on hand than 
can currently be filled as volume production is only just commencing. 


Financial Condition 


Balance Sheet as of June 30th, adjusted for present re-capitalization and recent sale of investment securities, 
prepared by Messrs. Ernst & Ernst showed current assets of $4,154,611.82 including cash of $1,243,350.50, compared 


with total current liabilities of $466,002.40, leaving a net working capital of $3,688,609.42, ample for the needs of 
the business. 


Management 


For twenty years Mr. F. B. McBrier has been in active charge of production and will so continue. Sales and 
shovel development will continue as since 1913 to be in charge of Mr. A. C. Vicary, Mr. J. B. Terbell and Mr. 
William B. Given, Jr., President and Vice-President respectively of the American Brake Shoe and Foundry Com- 


pany, having recently acquired a financial interest in the Company, will become active members of the Board of 
irectors, 





THIS STOCK IS BEING BOUGHT FROM INDIVIDUALS AND INVOLVES NO NEW FINANCING 
FOR THE COMPANY. 





All offerings are made “when, as and tf issued” and received by us and subject to approval of counsel. 





We have sold the above 280,000 Shares at $25 per share 


HORNBLOWER & WEEKS CASSATT & CO. 


The foregoing statements are obtained from official sources and are believed to be correct. 
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COINS 


ARE COIN BOOK, 50c. 

Send $2.00 for old United 
States coins. The collection 
includes %c piece, large cent, 
2c piece, 3c piece silver, 3c 
piece nickel, half dime silver, 
19c piece early date, 25c 
piece early date, 50c piece 
early date. 


Guttag Bros. 


16 Exchange Pl., New York 
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Are You Right 
On the Market? 


This market is puzzling most in- 
vestors now. Hold stocks? Buy more? 
Sell? Sell short? Send for our latest 
market forecast. We have no stocks 
to sell but are security market analysts, 
with an exceptionally good record for 
being right. This sample forecast free. 
Simply address— 


American Securities Service 
1037 Corn Ex. Bank Bidg., New York 




















Stocks 


and 


Business 
Write for our Monthly 


Letter B-9 on _ condi- 
tions. Stocks bought 
and sold on commission 
—cash or margin. 


Hartshorne, 
Fales & Co. 


Members N. Y. Stock Exchange 
71 Broadway New York 
Bowling Green 7610 
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Bulls and Bears 
(Concluded from page 300) 
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ber of times when it was selling at much 
lower prices, developed as a leader in the 
rail division during the past week, and 
crossed the $160 mark. Atchison is in po- 
sition easily to declare a very: substantial 
stock dividend. After the remarkable gain 
in July earnings just reported, it is ex- 


pected that August net will show an in- . 


crease of 50 per cent. 


Baltimore & Ohio— 
Rating “A” 

Baltimore & Ohio which promises to 
earn from $16 to $18 a share in 1926 has 
been one of the rail leaders and reached 
a new high price during the past week. In- 
crease of dividends to the rate of $7 a 
share yearly seems only a question of time. 
July net was $5,610,000 compared with $4,- 
197,000 ig July, 1925. 


Bangor & Aroostook— 
Rating “A” 

Despite a sharp decline in potato traf- 
fic, Bangor & Aroostook has been able to 
report increasing net earnings due to 
larger volume of other business and ex- 
cellent control of operating expenses. This 
stock continues to be one of the highest 
yielding of the rail common issues. 


Delaware & Hudson— 
Rating “A” 

Delaware & Hudson reached a new high 
price level, crossing $180 a share during 
the past week. This stock has repeatedly 
been recommended in THE FINANCIAL 
Worvp and in Mr. Guenther’s bargain lists. 
The segregation of its coal properties will 
doubtless be accelerated if Interstate Com- 
merce Commission approves the lease of 
Buffalo, Rochester & Pittsburgh, and thus 
paves the way for the so-called Loree East- 
ern trunk line. 


Gulf Mobile— 
Rating “C” 

Gulf, Mobile & Northern, after having 
been inactive for a while, came to life 
during the past week. It is expected that 
August earnings report will make a good 
showing. The road has greatly improved 
its earning position, as was recently pointed 
out in THE FINANCIAL Wort. 


Kansas City Southern— 
Rating “B” 

After reporting another good gain in 
net in July, Kansas City Southern reached 
new high prices for the current movement. 
The unusual speculative possibilities in this 
situation have been pointed out in THE 
FINANCIAL Wor Lp from time to time. The 
Interstate Commerce Commission will soon 
act upon the proposed absorption by Kan- 
sas City Southern of Missouri, Kansas & 
Texas, and absorption by the latter of St. 
Louis-Southwestern. If approved, it is 
possible that Kansas City Southern will 


develop earning power applicable to the 
common stock in the neighborhood of $16 
a share, 


New York Central— 
Rating “A” 

New York Central reached a new high 
price during the past week. Valuable stock 
rights or a dividend increase are in pros- 
pect. If the leases of Big Four and Mich- 
igan Central are approved New York Cen- 


tral should earn around $20 a share on its 
stock in 1926. 


Nickel Plate— 
Rating “A” 


_ The so-called Van Sweringen stocks dis- 


-played increasing strength during the past 


week. Chairman Baker of the First 
National, is of the judgment that the new 
Nickel Plate merger will go through. 


Norfolk Southern— 
Rating “C” 


Norfolk Southern has been reporting re- 
markable gains in net earnings thus far 
in 1926. In July the increase was 100 per 
cent, and surplus after all charges for seven 
months, 277 per cent. It is possible that 
Norfolk Southern will earn as much as 
$10 per share on its common stock in 1926, 
This situation will be more fully analyzed 
in the next week’s issue of THE FINANCIAL 
Wor tp. 


Rock Island— 
Rating “B” 

Rock Island common stock reached a new 
high price during the past week. President 
Gorman states that business is very good 
and is improving right along. If the pres- 
ent rate is maintained, Rock Island will 
show more than $7 a share earned on the 
common in 1926, pointing to a dividend 
inauguration early in 1927. 


St. Louis & San Francisco— 
Rating “A” 

St. Louis & San Francisco, which has 
been reporting fair gains in net earnings 
thus far in 1926 and benefiting by the ad- 
vance in the price of Rock Island common 
in which it has substantial interest, crossed 
par during the past week. This is one of 
the few railroad common stocks on which 
a yield of approximately 7 per cent is ob- 
tainable. 


Southern Railway— 
Rating “A” 

Southern Railway reached a new high 
price for all time during the past week. 
July net showed an increase of 15 per 
cent and it is expected that valuable rights 
will soon be offered stockholders. 


Union Pacific— 
Rating “A” 

Union Pacific has had a high place in 
Mr. Guenther’s bargain lists and reached 
a new high price during the past week. 
Earnings of this road are showing re- 
markable improvement. 
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Choice 


First Mortgage 
Investments 


GEORGE M.FORMAN 
& CoMPANY 


Investment Bonds Since 1885 


112 West Adams St., Chicago 
100 E. 42nd St., New York 


Pittsburgh St. Louis Indianapolis 
Minneapolis Des Moines Springfield, Il. 
Peoria, Ill. Lexington, Ky. 





—6'/, and 6%— 














INVESTMENT SECURITIES 
Fred’k Southack & 
Alwyn Ball, Jr., Inc. 


11 Broapway “New York 


























Make Money 


As Our Part-Time 


Representative 


ACH week we are adding 
new members to our staff 
of part-time representatives. 


You, too, will find it worth 
while to investigate the profit- 
able opportunity we can now 
offer you to widen the circle of 
subscribers in your community. 


No matter how little time you 
have to spare for this pleasant 
and profitable work, it is worth 
your while to write us without 
delay for our liberal terms to 
part-time representatives. 


Mail This Coupon Today 


THE FINANCIAL WORLD 
53 Park Place; N.Y; C. 


Please send me without obligation 
of any kind your commission rates 
for securing new and renewal sub- 
scriptions for THE FINANCIAL 
Worvtp. Also let me know about 
your new selling plan and any in- 
formation about your proposition 
that may be of interest. 


Name 





Address 
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BY C.M. HARGER 


How to Invest 


UPPOSE we consider Mr. Inexperi- 
S enced Investor, one of the vast num- 

ber of citizens of this country who 
has come into a sum sufficient to warrant 
his buying a security that will give him a 
fair interest. He has seen the money grow 
steadily as he added to it by his savings 
and has realized that he might as well have 
also some earning from its use. Hence 
he looks around for a security, a bond, 
mortgage, certificate of indebtedness or 
other form of investment. He looks over 
the stock market report of.his morning 
paper and is puzzled by the ups and downs 
of the exchange. He has no knowledge of 
how to buy any particular security or how 
to judge as to the best class of such 
paper. Where shall he get his advice— 
or rather how does he get it and of what 
value is it when he gets it? The ignor- 
ance of investors is appalling, according 
to the statements of bankers and others 
having to do with the placing of money. 
It is asserted that 87 per cent. of the 
estates left to widows are dissipated within 
seven years after they are attained and 
that more than 90 per cent. eventually are 
lost by heirs who receive the property in 
cash. It is well known that a widow is 
likely to ask her pastor’s advice on invest- 
ing her estate—and whatever the average 
preacher knows about the next world he 
is often crassly ignorant regarding the 
business methods of this one. Or she may 
take the advice of her physician, or her 
relatives—seldom does she go to her banker 
and then act on what he tells her. Men, 
too, take the advice of men friends who 
may be good fellows but have the most 
elementary ideas of what are good se- 
curities. 


Promoters’ Guile 


The promoter is always with us. He has 
his special line of talk that leads the in- 
vestor to think there is an enormous in- 
terest rate ahead if he will only buy some 
of the gaudy stock certificates that are 
being offered. This promise gets the aver- 
age investor without experience and 
usually he is so ashamed of his action 
when the crash comes that he tells no one 
of his troubles. There is almost no limit 
to the promoter’s schemes. One would 
have thought that selling stock in a silver 
mine out in Arizona to people in the farm 
country had been overdone but agents for 
such financial venture have been working 
the Middle West states with considerable 
success during the past few months. The 
investor looks at the alluring prospectus 
and takes a chance, sometimes being caught 
several times before he has been cleaned 
out of his entire store of savings. Esti- 


mates of a billion dollars lost in this 
country by credulous investors in specula- 
tive schemes are made but nobody knows 
the exact amount that is taken from those 
who listen to the promoter’s wiles. 


The Banker’s Counsel 

The banker is naturally the best ad- 
visor of the investor and he would be al- 
ways that resource if he were always en- 
tirely unprejudiced. Mostly the banker 
will tell an investor the truth as he knows 
it; it is his pride that he gives sound ad- 
vice. Here and there is one who mis- 
leads either because he has some interest 
in certain securities or has other reason 
for giving counsel that is not for the best 
interest of the questioner. Take the 
banker who is buying the notes of the 
promoter—can he be expected to say that 
the stock is speculative in the highest de- 
gree? The real banker keeps aloof from 
this sort of connection but it would be well 
for the investor to go to his banker any- 
how and consult him. The effect is good, 
for at least he comes in contact with ex- 
perience and may learn something about 
the folly of thinking that great interest 
rates can be paid on sound securities. If 
once the investor can absorb the truth 
that sound securities pay moderate interest 
rates he will have easier sailing—but is 
a mighty hard thing for him to do. 


Realty as Basis 

One of the fact, however, that has 
soaked into the consciousness of most in- 
vestors is that real estate is the soundest 
of all basis for security. From childhood 
has been heard the axiom that land is the 
foundation of this nation’s prosperity and 
he has seen the man who bought land and 
kept his holdings grow rich through the 
enhancement of values. Hence the appeal 
of the real estate security is strong with 
the average man who knows the worth of 
the soil and of the demand for rental 
property in the cities. The fact that the 
land is something he can visualize and can 
see attracts him. Often he does not ex- 
actly know how to buy a sound security 
of this character and needs advice. If he 
goes to his banker he usually gets advice 
to buy farm loans, if any real estate se- 
curity is desired. If he goes to his broker 
he finds other advice that reaches into 
newer forms of securities that have made 
marvelous progress in the past few years. 

Urban Population 

One element that argues for the city 
loan is the change taking place in the popu- 
lation of our country. In 1900 only 4 
per cent of the population lived in the 
towns and cities of 2,500 population. By 
1910 this percentage had grown to 458 
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per cent and by 1920 it was 51.4 per cent, 
that is over half our population lives in 
town. If we take the smaller towns also, 
those down to 1,000 population, the figures 
will be more startling. Doubtless the next 


census will show still farther urban 
erowth as it does in the state census taken 
in the half decennial year. To house 


these people means great building opera- 
tions and the past three years have seen 
the greatest movement in this direction 
the nation ever knew. To finance these 
buildings also has been developed the real 
estate mortgage bond which is in effect 
a mortgage on the property but paid 
serially and bearing interest rates ranging 
from 6.5 to 7 per cent. The investor has 
found these very attractive and when is 
added the further feature of insuring in a 
fidelity company the payment of principal 
and interest it becomes a more valuable 
security. Indeed with the proper manage- 
ment and a conservative appraisal there 
is none that offers a more promising re- 
turn. The hundreds of millions so in- 
yested indicates what the public thinks 
of it. 


Farm Mortgage Strength 


The rural loan, or the farm mortgage, 
has its especial appeal to residents of the 
rural communities. The retired farmer 
knows land and he is a ready buyer of 
these securities, which pay about 6 per 
cent. The life insurance companies have 
gone largely into this field, some making 
such a specialty as to place the great 
portion of their holdings in such securi- 
ties. The farm mortgage to be sound 
must have a careful appraisement, honesty 
and good judgment. When these are 
present the returns are seldom less than 
100 per cent perfect. The deflation in 
land values has had no effect where the 
valuation was made carefully to commence 
with, The losses have occurred where 
the loaning agency was too liberal with 
its figures and loaned more than the out- 
side limit of 50 per cent which is con- 
sidered a fair ratio. A movement is on 
foot to have the mortgage companies put 
under federal or state control and inspec- 
tion with the view of making their pro- 
cesses more regular and to check any 
tendency toward over expansion in the 
making of loans, 


Spreading Information 


The heavy investors, such as insurance 
companies and trust funds, together with 
savings banks select their investments by 
Personal inspection. Their agents go to 
the mortgage field and to the mortgage 
bankers or they conduct their own loan 
systems. But the individual, who is a fac- 
tor not to be despised because there are 
so many of him, must be reached other- 
Wise. The financial papers like THE Ft- 
NANCIAL Wortp are looked upon as one 
teat source of information. He under- 
stands that a star self-respecting journal 
does not admit wrongful advertising to its 
columns. The circulars widely scattered 
also reach thousands of investors. Then 
Probably as powerful is the word of 
mouth—the experience of friends. The 
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average investor is seeking advice and it 
is the job of the dealers in sound securi- 
ties to get it to him. Rightly directed it 
will get results—and nowhere more effec- 
tively than in the real estate security 
field. 


ra) 
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I. B. A. Battles Fraud 


A new department to co-operate with 
State blue sky law officers in combat~ 
ing the traffic in fraudulent and other 
worthless securities has been announced 
by the Investment Bankers’ Association 
of America. 





Arthur G. Davis, formerly assistant to 
the Secretary of State of Illinois, who 
has driven sixty-eight bucketshops out of 
Chicago, has prevented the sale of more 
than $400,000,000 in questicnable securi- 
ties and has recovered more than $2,000,000 
for victims of fakers in the last five years, 
will head the department. The scope of the 
new department will be nation-wide. Mr. 
Davis has resigned as manager of In- 
vestors’ Protective Bureau, Inc., formed 
by Chicago dealers to aid the State in 
combating the fraudulent security evil. 


“Forty-six States now have blue sky 
laws in one form or another, but as wide- 
spread as they are these statutes are neither 
understood nor appreciated by the public,” 
said Mr. Davis. 


Mr. Davis was formerly secretary of 
the National Association of Securities Com- 
missioners, an organization of the State 
blue sky law officers formed to further 
co-operation among States in the work of 
suppressing fraud. His title in the In- 
vestment Bankers’ Association of America 
will be that of field secretary and his of- 
fice will be in the association’s head- 
quarters in Chicago, 
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Elliott An Optimist 


HE Northwest is believed to have 

turned the corner. This is the opinion 
of Howard Elliott, chairman of the 
Northern Pacific, whose faith in the come- 
back of this section has not once wavered 
even when the agricultural and financial 
depression most tightly gripped the 
Northwest, 

We have other confirmatory evidence of 
the recovery in the Northwest in its abil- 
ity to recoil quickly from the land de- 
pression. There is now a spirited demand 
for farm lands there at considerably higher 
prices than has prevailed for several 
years. 

In fact with the Northwest again com- 
ing into its own all it needs, as Mr. Elliott 
points out, is increased population, and 
that it is bound to obtain, since it is the 
only part of the country which has not 
responded fully to the opportunities it pro- 
vides to seekers after wealth and better 
chances for a livelihood. 


—_—O-——-—— 


Another Recruit 
HE ranks of the corporations which 
believe it is good business to keep 
stockholders informed about their business 
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‘Transcontinental 


Oil Company 


7% Cumulative Preferred Stock 


The normal improvement in the earn- 
ings of the Transcontinental Oil Com- 
pany has been augmented substantially 
by the discovery of the Nigger Creek 
Pool in east central Texas from which 
the company produced 11,624 barrels 
of high gravity crude during the 24 
hours of August 30, 1926. 


We believe that the preferred stock of 
this company holds interesting possi- 
bilities as a result of these develop- 
ments, and recommend its purchase as 
an attractive speculation. 


Upon request we shall be pleased to 
send a full description of the present 
position and prospects of the company. 


Henry D. Lind sley 
& Co. 


Incorporated 
111 Broadway New York 
Telephone Rector 2320 














is constantly increasing, the latest addition 
to announce it will fall in line is the Inter- 
national Combustion Engineering Corpora- 
tion. This company contemplates com- 
municating with the shareholders directly 
whenever any important development war- 
rants such action. There is no better way 
available to create confidence in a com- 
pany’s securities than through publicity. 
The day will come when those companies 
that still think silence is the best policy 
will be very much in the minority. 
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Over the Counter Market 


Edited by William J. Healy 

















r HE activity on the “Big Board” 
L had little effect on the counter se- 

curities and trading was listless with 

the opinion expressed that the inactivity 
was due to a natural lull preceding the ex- 
tended Labor Day holiday. While this no 
doubt had its effects a closer view of the 
real strength an the Exchange can be di- 
rectly attributed to the leadership of the 
railroad shares, an incentive lacking in the 
counter stocks. The closest approach to 
reflecting this strength was the inquiry and 
demand for the institutional shares which 
have a. large ownership in many of the 
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companies whose securities were reaching 
new high levels. The more prominent in- 
surance shares came in for a renewed ac- 
tivity and it is likely that ‘the demand will 
continue on the increase with the carrier 
stocks discounting their improved outlook. 
In anticipation of this an analysis is pre- 
sented elsewhere in this issue, outlining the 
status of the insurance stocks and explain- 
ing the yardstick of values. The bank 
stocks will be covered in a forthcoming 
issue to be followed by the surety com- 
pany stocks. 


It might be interesting, in speaking’ of 
leaders, to outline the stocks in which 
“First National” has representation. The 
listed stocks were given in the August 28 
issue and a comparable interest in the un- 
listeds has developed. Among the institu- 
tional shares are to be found Mutual Life 
Insurance Company of New York, Amer- 
ican Alliance Insurance, Home Insurance, 
American Surety Company, National Bank 
of the Republic of Chicago, Fifth Avenue 
Bank, United States Trust Company of 
New York. Other companies which find 
“First National” men on the board of di- 
rectors are Lehigh & Wilkesbarre Coal 
Company, Atlas Portland Cement Com- 
pany, Lehigh Valley Coa! Sales Company, 
and Phelps Dodge Company. Of the above 
stocks the last three mentioned have shown 
unusual activity of late. 


Despite the easing off of building activ- 
ity Johns-Manville continues to show sur- 
prising strength, but this is predicated 
more upon the recent decision of control 
remaining in the family than on the im- 
mediate earning outlook for the company. 
Bucyrus was another of the stocks com- 
ing under the same influence that was 
notable because of its strength. Giant 
Portland Cement also showed a gain de- 
spite the threat of over-production. 


The improved outlook for the Copper 
shares found a favorable reflecti°” in the 
shares of Phelps Dodge and Rome Brass 
and Copper. 


Several other of the industrial issues 
came in for spasmodic activity among 
which one of the most prominent was 
United States Trucking. Rumors persist 
that the parent company, the United States 
Distributing Company, will make an offer 
for the minority stock and this is aug- 
mented by the splendid showing of earn- 
ings being made. National Baking has 
been attracting market attention because 
of the increase in net earnings shown by 
the company in the last few months of 
almost 40 per cent and having been doubled 
since December, 1925. Current earnings 
are running at the rate of about $2 a 
share. National Casket was firm follow- 
ing the publishing of earnings of $11.35 
a share for the fiscal year which ended 
June 30. This is a thirty-six-cent drop 


from last year’s income, but earnings are 
high enough to justify hopes of a divi- 
dend increase, 


Zieley Process, whose spurt forward 
earlier in the year was one of the sensa- 
tions of the over-the-counter market, but 
which has been weak recently, closed 
around $70 a share considerably below the 
high point of a few weeks ago. 


Public utility stocks held steady within a 
narrow range and a considerable amount 
of investment attention was directed to 
these issues. 


Bank stocks showed great improvement 
throughout the entire list, with average 
gains of from 1 to 10 points scored in 
Bankers Trust, New York Trust, Amer- 
ican Exchange, Chatham and _ Phenix, 
Irving Bank, Chase National Bank and 
National Bank of Commerce. 


On the Curb 


Although the Curb is not much better 
off than the counter market in having a 
list of representative rail shares it has 
done the best by what it has in that the 
stocks of Alabama Great Southern have 
been raised to new high levels. There has 
been a marked activity, however, in the 
industrial shares that has seen many of 
them in the past week making new high 
price records. While this was in process 
there were many others that displayed 
weakness and were off sharply, giving the 
market an appearance of _ irregularity. | 
Singer Manufacturing which has been a 
consistent climber with the possible ex- 
ception of the interruption of strike news 
a few months ago finally went over the 
$400 mark. 


Freshman, which has outlived its kin 7 
both marketwise and in its success also [ 
went to a new high price this week, above 
$30 a share. Conditions in the radio in- 
dustry have been greatly clarified in the 
past year by the elimination of the weaker 
units and the adoption of a more sensible 
policy of merchandising, the benefits of 
which should accrue in a favorable meas- 
ure to those companies surviving. Fresh- 
man is without doubt in the best financial 
position of any of the radio stocks re 
maining on the curb. Its product is 4 
good one, reasonably priced, accelerating 
popular appeal and with the introduction 
of power direct from the lighting circuit 
should enjoy a prosperous year. 

Another of the companies indirectly tied 
up with the radio industry has been making 
a quiet but progressive comeback and that ' 
is Victor Talking Machine. The stock has 
been showing a rising tendency for several 
weeks and is now selling almost thirty 
points above the low for the year. The 
indications are for a healthy year whet 
the full returns are in. The company has 
been adding materially to its cash and mat- 
ketable securities account and in the first 
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half of the year earnings applicable to the 
shares closely approached 10 per cent of 
the current market price. This is indeed 
a splendid showing when it is considered 
that in the earlier months of the year the 
company was busily engaged in turning 
out models and rearranging shop 
methods that today have resulted in the 
company being able to turn out a record 
volume of business on 75 per cent of the 
former needs. The contract the 
company has with Radio Corporation for 
producing combined radio and talking ma- 
chines should prove a source of favorable 
income, With a book value in excess of 
$130 a share for the stock, a comeback in 
earnings would make prevailing prices con- 
siderably undervalued. 


new 


labor 


Borne-Scrmyser Company has ordered a 
four-for-one split-up in the company’s cap- 
ital stock and declared an extra dividend 
of $4 a share on the old stock of $100 par 
value in addition to the regular semi-an- 
nual dividend of $4 a share. The change 
in par value of the stock to $25 a share 
was authorized by stockholders August 18, 
so that this action was only a formal 
declaration of distribution of new shares 
in the ratio of four for one to stockholders 
of record September 26. The distribution 
will be made October 15. Six months ago 
the company paid an extra dividend of $4 
a share and a special ‘dividend of the same 
amount in addition to the regular semi- 
annual dividend of $4. The stock was 
weaker on small turnover, showing disap- 
pointment in the elimination of the previ- 
ous special payment. 


Glen Alden’s earnings are reported to be 
running well in excess of past records, and 
there is a strong probability that the stock 
which is now paying $2.50 quarterly and 
which is expected to be split up on a favor- 
able basis for shareholders will be placed 
on a dividend basis equivalent to $12 an- 
nually on the present stock. 

Another of the coal stocks, Lehigh Val- 
ley Coal Sales, which was favorably ana- 
lyzed in the August 14 issue, advanced to a 
new high at 102. Negotiations for the con- 
solidation of this company with other an- 
thracite companies are pending and the 
buying appeared to be on the strength of 
the expected merger, the proposed terms 
of which have not been disclosed. 


American Seating declared an_ initial 
dividend on the present split-up stock on 
the annual basis of $2 a share. The 
stock is selling at the high levels for the 
year and the price quoted is taking little 
cognizance of the fact that institutional 
building throughout the country has taken 
quite a slump. Whether the company will 
be able to maintain the rapid strides made 
m the year passed is debatable and the 
stock at these levels appears to have fairly 
Well discounted the outlook with a yield 
of less than 6 per cent available at the 
new rate of payment, 


Balaban & Katz, which was an active 
member of the list following the sale of 
its chain of theatres in Chicago to Famous 
P layers, suffered a sharp break and is at- 
tributable only to a better understanding 
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of the values behind the stock rather than 
any adverse developments. 

American Arch, which has been weak 
recently despite favorable earnings and the 
declaration of an extra dividend of $2 a 
share on June 1, showed signs of strength- 
ening. With the public attention so forcibly 
directed to the activities of the railroad 
stocks and the economies that are being 
exercised in operating efficiency it appears 
unreasonable that a stock of this character 
should be so neglected. At its regular 
rate of $7 a share and an extra payment 
of $2 a share already credited to the stock 
this year a price of $107 affords a yield of 
better than 8 per cent and is without doubt 
selling out of line. 

Standard Oil securities were generally 
higher, and such stocks as Standard of 
New York, Vacuum Oil, Standard of In- 
diana, Continental Oil and International 
Petroleum were traded in a large volume. 
Some of the lower-priced shares in the 
independent list were sympathetically ef- 
fected and pushed higher, but the general 
stability of prices in the Standard Oil group 
was far more impressive. Gain in crude 
production makes the outlook rather be- 
clouded for the oil shares, and ‘despite the 
waning season of consumption attention is 
being favorably directed to the shares. The 
bringing in of a new field of any size will 
demoralize the oil trade under existing con- 
ditions and with this possibility in the 
offing there appears more clearly defined 
situations than those offered in the oil 
shares at present. 
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Copying the American Idea 
ORD comes from Europe that there 
is a. movement on foot among the 
leading producers of iron and steel to 
form an international iron and steel trust, 
which will be patterned after the United 
States Steel Corporation. 

If this combination is effected it will in- 
clude the leading steel factors in Belgium, 
France, Luxemburg, and the Saar Valley. 
It could become an important rival of our 
large corporation, but in the end the 
American idea will still prevail, that com- 
petition is not injurious, if conducted on 
fair lines, but proves an additional stimu- 
lus for business. 
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No Blue Mondays 
There’s no need of Monday being “Blue 
Monday” when my FINANCIAL Wortp 
comes that day. 





Frep M. Davis. 
“Tell your friends they need it.” 





DIVIDENDS 





American Woolen Company 
(Massachusetts Corporation) 


QUARTERLY. DIVIDEND 


Notice is hereby given that the regular 
quarterly dividend of One Dollar and Seventy- 
Five Cents ($1.75) per share on the Preferred 
Stock of this Company will be paid on Oct. 
plata to stockholders of record Sept. 15, 


Transfer Books for Preferred Stock will be 
closed at the close of business Sept. 15, 1926, 
and will be reopened at the opening of busi- 


ness Sept. 24, 1926. 
WM. H. DWELLY, Treasurer. 
Boston, Mass., Sept. 1, 1926. 





DIVIDENDS 





AMERICAN CAR AND FOUNDRY 
COMPANY 


PREFERREDSTOCK DIVIDENDNe.110 
COMMON STOCK DIVIDEND Neo. 96 


There have been this day declared 4 divi- 
dend of one and three-quarters percent ( 1}4 %) 
on the Preferred Stock and a dividend of One 
and One-Half Dollars ($1.50) per share on 
the Common Stock without par value, of this 
Company, payable Friday, October 1, 1926, 
to stockholders of record at the close of busi- 
ness Wednesday, September 15, 1926. 

Those stockholders who have not exchanged, 
as of said record date, their certificates repre- 
senting the former Common Steck of the par 
value of $100 per share, shall be deemed the 
owners of two shares without par value for 
each share of the par value of $100, for the 
purpose of the dividend on the Common Stock. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President. 
H. C. WICK, Secretary. 


New York, September 1, 1926. 





THE BELL TELEPHONE COMPANY OF 
CANADA 
NOTICE OF DIVIDEND 

A dividend of two per cent (2%) has been 
declared payable on the 15th October, 1926, 
to stockholders of record at the close of busi- 
ness on the 23rd September, 1926. 

W. H. BLACK, Secretary-Treasurer. 

Montreal, -25th August. 





Swift & Company 
Union Stock Yards, 


eee te 
end of TWO DO pers 
a capital stock of Swift & Company, will 
be paid on October 1, 1926, to stockholders of 
record, September 10, 1926, as shown on the 
books of the Company. 

C. A. PEACOCK, Secretary 


Chicago 





TEXAS GULF SULPHUR COMPANY 

A quarterly distribution of $3.00 per share 
has been declared by the Board of Directors 
payable on September 15, 1926 to stockholders 
of record at the close of business on Sep- 
tember 7, 1926. 

Stockholders will be advised later as to 
what portion of said distribution is from 
Free Surplus and what from Reserve for 
Depletion. 

H. F. J. KNOBLOCH, Treasurer. 


AMERICAN SNUFF COMPANY 
Memphis, Tennessee, September 1, 1926 
Dividends of 1%% on the Preferred and 

3% on the Common Stock of American Snuff 
Company were today declared payable October 
1, 1926, to stockholders of record at the 
close of business September 10, 1926. Checks 
will be mailed. 
Transfer books will remain open. 
M. E. FINCH, Treasurer. 


THE UNITED GAS AND 
ELECTRIC CORPORATION 


111 Broadway, New York 
July 15, 1926 

The Board of Directors this day declared 
a quarterly dividend of 1%% on the Pre- 
ferred stock of the Corporation payable Oc- 
tober 1, 1926 to stockholders of record Sep- 
tember 16, 1926. 

Upon presentation and surrender of their 
respective shares of First Preferred stock of 
the former The United Gas and Electric Cor- 
poration and/or scrip certificates of the Cor- 
poration issued for fractional shares of Pre- 
ferred stock, after the close of business on 
September 16, 1926, there shall be paid said 
quarterly dividend to the holders of such 
shares of First Preferred stock and said scrip 
certificates, upon the full shares of Preferred 
stock issuable to them on such surrender and 
exchange, together with dividends thereon at 
the rate of 5% per annum for the period 
from July 20, 1923 to July 1, 1925, and at the 
rate of 6% per annum from July 1, 1925 to 
July 1, 1926. 

J. A. McKENNA, Treasurer. 


INTERNATIONAL PAPER COMPANY 
New York, August 31, 1926. 
The Board of Directors have declared a 
regular quarterly dividend of one and three- 
quarters per cent (1%%) on the Cumulative 
7% Preferred Stock of this Company, and a 
regular quarterly dividend of one and one- 
half per cent (1%%) on the Cumulative 
6% Preferred Stock of this Company, for the 
current quartér, payable October 15th, 1926, 
to holders of record at the close of business 
October Ist, 1926. Checks will be mailed. 

Transfer books will not close. 
OWEN SHEPHERD, Treasurer. 
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Weekly Business and Financial Summary | 
_ (Principal features of this page elaborated and interpreted in the “Trend of Things.”) | 
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Average Stock Prices Week’s Sales 





Sales of stocks listed on New York Stock Exchange (in 
Sept. 1 . OF Aug. 18 , number of shares), September 1, 1926: Week’s Sales—Thurs- 
Railroads 118.94 4.78 5.2 38 day 1,522,178 shares; Friday, 1,316,800 shares; Saturday, 
18 Industrials 132.82 30.6 32.5 : 768,020 shares; Moaday, 1,653,087 shares; Tuesday, 1,835,- 
41 Combined 125.96 23. 23.98 F 139 shares; Wednesday, 2,253,757 shares. 
§ Coppers 27.68 29.5 27.$ Thurs- Thurs- 
-—1926——,. NAME of STOCK ape wai 
High Week Week 
1926 § 1924 22% Amalgamated Lea. .. 19 21 
U. S. Govt. bds.. -$187,646,100 $252,162,7: $664,540,400 98 Am. For, Pr. 7% pf.. 90 91 
Other dom. bds.. 1,398,678,500 ,678, 452,875 473,472,860 119% Amer, Locomotive .. 104% 106% 
Foreign bds. ... 444,749,450 A 370,510,000 150% 139% Amer. Tel. & Teleg.. 144% 
123% ls Amer. Tobacco B... 118% 
Total all bds...$2,031,074,050 $2,402,093,095 $2,508,523,260 135 Amer. Typefounders. : 
51% L Anaconda 
161, 22 Atch. Top. & S: 
. . 1081 8 Baltimore & Ohio 
Weekly Business Indicators 168% Canadian Pacific 
Federal Reserve Reports 73% Cerro de Pasco eA 
(000,000’'s omitted) 158 Chesapeake & Ohio.. 
81% BY Chic. & N. W. 
August August yes 64%4 p cmic., 2. 
11, 1926 18, 1926 / 90% chi. BR. L.& P. 6% pt. 
Bank Debits—New York 5,836 794 5,782 36 38 3 Chile Copper 
Bank Debits—Outside of N. oi. Ae: br 900 2,275 53% 34%, Collins & Aikman 
Total loans and discounts......... 14,110 065 2.37: 183 %2 “4 Del. & Hudson ig 
Net demand deposits 12,963 845 228 97% 3 El. Pr. & Lt. 7% pf. 
Time deposits 5,720 5,73 5, 124 5 Famous Players, pfd. 
34% 244 Federal Motor 
56% Gen. Outdooor 
2 35% 5 5 Gen. Outdoor V. 
August August Year 80% 4 Great Northern, 
21,1926 14,1926 Ago 22% % Greene Cananea ° 
: ‘ ° > ae i 39% 25% ##Gulf. Mobile & Nor.. 
a a Ww < 932 254 $32 a F 
Bank clearings—New York 4,93 5, oe 4,8 30 : Sicetesan 
Bank clearings—Outside of N. Y... 4,096 4,135 40 : Hudson & 
493g K. C. Southern 
° ° 3 Kennecott Copper 
Monthly Business Indicators 9 Mo.-Pacific 
1926 : 5 M.-K.-T. 6% 
5 Nat. Enam. & Stamp. 
wane out N. Y. Central 
Pig Iron Prod. Thous. long tons... 3,235 3,22 ,664 58 391 Norfolk & Western.. 
Steel Ingot Prod. Thous. long tons. 3,751 3,65 3,08 82% 5 oe Pacific 
ost: ipts—5 ities 00’s.. 28.7 26.78 E ere Marquette 
Postal Receipts—50 cities, $.00 haa rahe 47 : ihn he a we. 5... 
Mail Order Sales (2 Co.’s) $,000’s.. 34,887 31,995 5g Republic Iron & Steel 
Pass. Auto Production (U. S.)....339,542 315,861 ,98 5 St. L.-Frisco 
Auto Truck Production (U. S.) .. 44,110 39,585 02% Shubert Theatre 
; ; : - of Southern Pacific 
Business Failures (Dun’s) 1,708 1,605 Southern Ry. 
Total dividends, $,000’s...........- 87,135 121,415 3% Stand. G. & E. 8% pf. 
Industrial dividends, $,000's...... 47,950 62,215 46,500 erg Be gy 
Railroad dividends, $,000’s........ 39,185 43,500 37,400 U. s. Steol “gf 
—_——_— 5 Univ. Pipe & Rad... 
Source of Data: Dept. of Commerce Reports. Wabash A pf. 
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Total Brokerage Loans Ratio of Reserves 


Foreign a (Member Banks of Federal Reserve os tae wee — 
26 Board on March 13, 1921, the high- 
Aug. 18 Ae = peepee est and lowest reserve percentages of 
Sterling P M . ’ 1504, the Federal Reserve system compare 
French Franc ‘ yi wed, 2,489,391,000 as follows: High Low 
ies . < ee o- 2 . a Jun. 2,474,175,000 1926 m 76.3 Jul 28 
Jira July 2,602,788.000 1926 ? 7 
Belgian Franc July 2,601,257,000 1924 
Holland July 2,620,950,000 1923 
Austria July 2.602,042,000 1922 
Smee ~ ane. 2,688,717,000 1921 
3 J $: 23. ug. 20, ’ 
Norway 21.89 : can. , te mond The reserve percentages of the 
a Aug. : 2°731.210,000 —— York Reserve Bank compare as 
swec ° of ° oO ws: 
Switzerland 9.3 32% Car Loadings “ 
Argentina © .06 1926 — 1925-1924 1926 . 21 
Aug. 21..1,088,791 1,079,995 982,760 1925 5 29 
2. 2. Aug. *,.1,109,557 1,064,793 953,408 é 21 
Canadian Dollar. .100.156 100.08 Aug. -+1,083,199 1,051,611 941,407 25 
July --1,102,590 1,045,626 945,613 


July 24..1,085,540 1,029,603 926,309 oo 
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High Low 
July 
Feb. 
Oct. 
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Jan. 
Feb. 
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Crude Oil Production . Commodity Prices 
Daily Average *Money Rates Sept. 1 
(Figures in barrels) 1926 
1926 1925 Call Loans 416% Wheat, No, 2 red...$1.43% 
Aue. 88 Aer. 29 wee a 4% To : Corn (new) No. 2 yel. .90% 
Oklahoma 468,300 459,900 as aii ig 1% % Rye, No. 2 white ... 1.07% 


: Rediscount Rate .... 4% Oats, No. 2 white ... 46 
et ge ot Bankers’ Acceptances 4% Flour, sta.Sp.pts 7.400775 — 
East iat tes $3 000 90°750 Bar Silver, London 28hd Coffee, No. 7 Rio .. .1856 
West “tie Pox. i 91.800 76.050 a * wie New isos 62%4¢ Sugar, granulated ... .0570 
cieiteess Sane.” 46,150 44,200 s of Wednesday, Sept. 1, 1926. Tron, 2X Phila .21.75 @ 23.25 
N. Louisiana ... 56,900 49,050 Se Sn ERE >» ae 
Arkansas 228,450 9 
Gulf Coast 3, 89,800 London Market Zine, EB. St. L. del’y 
aca l ioe Money in London at 4% per cent; _, “URS es y 
een oy 15.150 short bills at 9% per cent; three Cotton, mid upland .. 
anniiadily 4200 months’ bills at 4%@45, per cent. Printcloths 
a aineeine 3° 950 Gold bullion 1d higher at 84s 11%d. Silk, best No.1 to ext. 

- California 672000 The Bank of England sold gold here Rubber, spot 

’ valued at £10,000. Gasoline r 
Crude oil mid-cont. 33 
2,116,350 ie: 2 of. Sr 2 
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A Way to Win Financial Independence 


Anyone Can Increase His Income through 
the Brookmire Investment Method 


HE “insiders” are not the only ones now 
who make money in Wall Street. Through 
a carefully developed plan which is available to 
everyone, you, too, can profit by the big move- 
ments, where stocks rise and fall 10, 20, 30 points. 
These market movements are as sure as the tides, 
and can be depended on to 
roll up profits for you if you 
have proper advice in ad- 
vance. 


Ride with the Tides 


Twenty years ago a group of 

keen, analytical business 

men first noticed how the ps : 
stock market rose and fell in 


nd when the 
railroads want advice—| 


waves—or tides. For months, 
unseen forces piled up this 
tideand prices rose higher and 
higher. Then, the ebb set in, 
prices crumbled and broke 
away. If only some way could 
be found to chart these move- 
ments—in advance. After 
months of study it was found 
that six basic factors con- 
’ trolled these movements. 
More months of study dis- 
closed the delicate balance 
between these six factors that 
indicated accurately whether 
stocks would rise or fall. Thus 
came into being the Brook- 
mire Investment formula. 
Tested and tried in every 
conceivable way, it proved accurate. Then only was 
the service established, available to private indi- 
viduals and investors as well as the big financial 
institutions. It has operated effectively ever since. 


What Others Think 


Thousands—in every section of the country— 
have used this service to build independent 
incomes and gain financial independence. 
Great industrial firms and international 


merce Commission. 


data? 


All the western railroads called in the 
Brookmire experts to prepare and submit 
essential information to the Interstate Com- 


Again, several months later when these same 
railroads needed to present additional facts 
at another I. C. C. hearing they once more 
came to Brookmire. 


What better recognition could there be of 
Brookmire’s knowledge of essential condi- 
tions and ability to interpret this important 
What more conclusive evidence of 
the reliability of the Brookmire Service than 
is shown by these instances, typical of the 
experience of other corporations and of 
thousands of investors? 


bankers subscribe to it. A few are listed below, and 

there are scores of others taking it year after year. 

A hundred leading universities have realized its 

value in economic instruction. Many of the largest 

newspapers in the country refer to it for financial 

information. What finer testimonials could there 
be of accuracy and dependa- 
bility than such endorse- 
ments? 


You Get Definite Advice 
and Suggestions 


The function of this service 

is to enable men and women 

-who cannot devote their en- 

] tire time toit to make money 

| in stocks. It tells briefly just 

| what to do and why. It is 

clear, conciseand reliable. Itis 

not a “get richquick scheme” 

and is based on facts—not on 
tips, gossip, rumors. 


From the great mass of © 
facts on world business con- 
ditions, Brookmire Econo- 
mists sift out the data per- 
tinent to stock trends. Each 
item is valued properly. Con- 
clusions are drawn and defi- 
nite recommendations made. 
You are advised what to buy 
and what to sell; and more 
important, when to buy and 
when to sell. 


Now is the Time to Act 


Well-informed people are going to make money 
this year. And—as in the years before—subscrib- 
ers to Brookmire’s can add substantially to their 
capital. If you are interested in finding how the 
stock market can maké more money for you; if 
you want to acquire, or increase, your outside in- 
come, clip the coupon and mail it today. It will 
bring you valuable information—free. 


INVESTMENT DIVISION 


A FEW CLIENTS 
Industrial 

American Woolen Co. 

Armour & Co. 

Bauer & Black 

Beechnut Packing Co. 

Chain Belt Co. 


BROOKMIRE 


ECONOMIC SERVICE INC. 
570 Fifth Avenue (at 4ist Street), New York 


A FEW CLIENTS 
Financial 
Bank of the Manhattan 


Co. 
Bonbright & Co. 
S. B. Chapin & Co. 
Cent. Union Trust Co. 





Cleveland Trust Co. 





Childs Co. 





Cosden Co. 

B. F. Goodrich Co. 
Hood Rubber Co. 
Fisher Body Corp. 
Geo. P. Ide & Co. 
Knox Hat Co. 
Lever Bros. Co. 
Otis Elev. Co. 
Simmons Co. 
Stewart Warner Sp. Co. 
The Texas Co. 
White Motor Co. 








Brookmire Economic Service, Inc., 570 Seventh Ave., New York 
Please forward without obligation on my part, complete in- 
formation regarding your Investment 
est Bulletins containing specific advice on what to do now. 


Dillon, Read & Co. 
Equitable Trust Co. 
Fed’1 Reserve Bk., Chi 
Fed’l Res. Bk., Phila. 
Guaranty Trust Co. 
Hayden, Stone & Co. 

. Leach & Co. 
Northern Trust Co. 
Paine, Webber & Co. 
The Peoples Trust Co. 
Seaboard Nat’l Bank 
Seattle National Bank 
Spencer, Trask & Co. 


ice and your lat- 














